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AGRICULTURE OF THE NETHERLANDS INDIES ..... 
By W. Ladejinsky* 


fhe Netherlands Indies, located in the equatorial region 
of southeastern Asia,is the Netherlands’ most important colonial 
possession and one of the world’s largest and richest colonial 
empires. The main source of its wealth lies in the exportation 
of such tropical products as rubber, sugar, tea, coffee, cinchona, 
and tobacco, and of such mineral products as oil and tin. 


fhe economic development of the Islands furnishes an out 

standing example of productive colonial administration. Direct 
and tndirect returns to the Dutch on thetr investment in the 
country amounted to about 160 mtiiiton dotiars a year before the 
depression The natives have also benefited from the Dutch ad 
ministration, which has prevented encroachment on thew land hoid 
ings and encouraged them to participate in the economic expansion 
of their country through tncreased production of export crops 


Until recently the economic policy of the Nether lands 
Indies - of which free trade was the principal element - has been 
that of exporting raw materials and importing finished products 
fhe continued prosperity of the Islands over a long period of 
years has been due to the high qualtty and reiativeiy low price 
of thetr products. During the depression of the i930 s the ex 
port market decitned so sharply that inorder to prevent economic 
collapse the government was obliged to discard the 60-year oid 
policy of unhampered economic development and to tnaugurate one 
of extreme protecttonism and government tntervention, with the 
Object of achieving greater economic self-sufficiency of the Is: 
lands and lessening their dependence on the worid export market. 


PHYSICAL BACKGROUND 


GEOGRAPHIC POSITION 


The Netherlands Indies consists of a number of islands situated between 95° 
and I41° east longitude and 6° north and 11° south latitude. On the one hand the 
islands separate the Pacific from the Indian Ocean, while on the other they link Asia 
with Australia. The islands fall into three groups: The Greater Sunda Islands, made 
up of Java and Madoera, Sumatra, Borneo, and Celebes; the Lesser Sunda Islands, 
consisting of Bali, Lombok, Soembawa, Flores, Timor, Soemba, Roti, and several minor 
islands; and the Molukken (Spice) Islands and Netherland Mew Guinea. The maximum 
length from west to east is about 3,000 miles and from north to south |,200 miles. 


e 
Associate Economist, Office of Foreign Agricultural Relations. 
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With the exception of the eastern part of Timor, which belongs to Portugal, 
and of northern 8orneo and eastern New Guinea, which are British protectorates, the 
entire group of islands belongs to the Netherlands. These rich and extended posses- 
Sions place the Netherlands among the world's most important colonial powers. 


The Netherlands Indies is bounded on the north by the Straits of Malacca, the 
South China Sea (to the south of the Philippines), the Celebes Sea, and the Pacific 
Ocean; on the east by the Pacific Ocean and British New Suinea; and on the south and 
west by the indian Ocean. !t may be noted that in close proximity to the Archipelago 
lies the British possession of the Malay Peninsula, with Singapore as its southern- 
most point. Mot far distant to the northwest are the Philippine Islands. 


By virtue of its geographic position the Netherlands Indies commands important 
trade routes, constituting the southwestern entrance to the all-important ocean high- 
way of the Pacific. The northeastern coast of the island of Sumatra is located on 
the Straits of Malacca, through which must pass al! ships proceeding to or returning 
from the Far East. The harbor of Singapore, one of the strongest naval bases in the 
worid, 1S situated at the eastern entrance to these straits, and is a port of cal! 
to: nearly al! ships plying in far Eastern waters. In addition, most of the sea 
traffic from Singapore to Australia passes through Netherlands Indies waters. Con- 
sidering also that the trade routes traversing the Archipelago connect eastern Asia 
with Africa and even Furope, the geographic and economic importance of the Indies 
becomes even more Significant. In the light of these observations it is appropriate 
to add that "fven it the isiands [Netherlands Indies | themselves had no geo-political 
importance, if they were merely sandy wastes, even then the maritime routes in their 
vicinity would attract the greatest interest in the field of international poli- 
tics." 


AREA AND CHARACTERISTIC FEATURES 


The total! area of the Netherlands Indies is estimated at 735,000 square mi'es, 
which is about 55 times the size of the letherlands and approximately one-quarter of 
the area of continental! United States. 


Java is about-equa) in size to the State of New York. Although smaller than 
some other islands that constitute the Archipelago, it is the most important of them 
all, and is intensively cultivated everywhere from sea level up to about 4,000 or 
more feet. The surface not covered by irrigated rice fields is used for numerous 
other crops, such as nonirrigated rice, corn, cassava, Sugarcane, coconut palms, 
fruit trees, tea, coffee, rubber, and tobacco. Java, as one authority has expressed 
it, "is the Denmark of the tropics. but with this difference, that while it is pre- 
dominantly agricultural its agricuiture is more varied than that of any other coun- 
try in the world. "” 


. Kisc. F J., "The Geo-Political and Strategic Importance of the Waterways in the Netherlands 
Indies," Bul. Colonial Inst. Amsterdam, Aug. 1938, pp. 255-256. 


* Ormsby Gore, W. G. A., Report on his visit to Malaya, Ceylon and Java during the year 1928, 
London, 1928, p. 111 
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TABLE 1.—Area and population of the Netherlands Indies, 1930 


POPULATION 
ISLAND AREA hee | PERCENTAGE DENSITY PER 
— OF TOTAL | SQUARE MILE 
:Square miles: Numbers : Percent : Numbers 

java and Madoera ......eee. seowet 51,000 : 41,718,000 : 68.7 : 818 
SematGs' so ca eeicoctes ovvbecés »+-: 183,000 > 8,254,000 : 13.6 : 45 
Dutah DENS: soc ive de cssesdodes >: 208,000 : 2,168,000 : 3.6 : 10 
Celebes and adjacent islands ...: 39,000 >: 93,093,000 : 5.0 79 
Dutch New Guinea and Molukkens .: 192,000 : 893,000 : 15 5 
Timor and adjacent islands .....: 24,000 : 1,657,000 : 2.7 69 
Bali and Lombok .......... rir Tk 4,000 : 1,803,000 : 3.0 450 
Others cccccccccccccccscsscceces : 34,000 : 1,139,000: _1.9 : 33 
TEGGE cicccccsictcdsoctscceseit) Slee + Set eee Oo ee 


. Average density. 
Indisch Verslag, 1937. 


Sumatra, second in importance only to Java, is as large as California and 
larger than Great Britain. 2orneo, the largest of all the islands, equal in size to 
France, is a sparsely populated, thickly wooded island. P®ecause of the slight down- 
ward slope of the rivers, the plains are inundated over a considerable area in the 
rainy season. “round suitable for rice cultivation is found only in the interior. 
The Dutch section of New Guinea is as large as Japan proper. 


These islands, as wel] as al] others of the Netherlands Indies. are not so ex- 
tensively cultivated as is Java. However, certain sections of the large, low-lying 
plain on the east coast of Sumatra may wel! serve as a mode! of large-scale tropical] 
agriculture. flere in 1863 were initiated the first experiments in this important 
branch of agriculture, with the production of plantation tobacco - the product of 
which, as Deli-tobacco, enjoys a world-wide reputation. Since that time the cultiva- 
tion of other staple products has been encouraged, and at present rubber and tea 
plantations, as wel] as the production of coconut palms, fibers, and coffee, are of 
increasing importance. In addition, some areas are rich in such resources as oi! and 
tin. uch of the low area of Sumatra, Borneo, and New Suinea, however, consists of 
marshes covered with swamp forests. I!n most cases the upland sections of these 
islands are also not productive. 


TOPOGRAPHY, SOIL, AND CLIMATE 


Pecause of its size, the Netherlands Indies is characterized by a great diver- 
sity of topography and a wide range of climate. There are, however, certain physical 
features characteristic of the Archipelago as a whole, Thus, the principal islands 
are traversed by a central mountain range, whichdivides the hill districts from more 
or less extensive lowlands and coastal plains. The western and especially the 
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Southern islands are among the most volcanic territories of the world. This is the 
most important factor affecting the fertility of soil in the Netherlands Indies, and, 
in turn, its agricultural development. 


The soils of Java, varied in quality, may be divided into three groups: those 
of volcanic origin, usually fertile and of good texture; those of the alluvial 
plains, fertile but rather heavy; and those of tertiary origin, poor and heavy. The 
land has long been under continuous cultivation, and in many cases no longer offers 
the same advantages as newly reclaimed areas. High yields are impossible without 
previous heavy application of natural or artificial fertilizers. On the whole, how- 
ever, most of the soils of Java and of some’sections of 8ali, Celebes, Sumatra, and 
certain other islands are very fertile, chiefly because of the great quantities of 
volcanic ash that have overlaid land of tertiary origin. Under the influence of the 
warm, damp Climate the volcanic material disintegrates and brings about a thorough 
rejuvenation of the soil. 


In some sections of Sumatra relatively recent volcanic action has improved the 
soil to such as extent that it is as rich as that of Java; but on the whole Sumatra 
is ina less favorable position because ". . . vast areas in Sumatra are entirely out- 
side the range of volcanic influence."* The soil of a large part of the island of 
Celebes is of the same poor quality as that of the greater part of Sumatra, except 
for the fertile volcanic areas of the northeast and southwest. Borneo and the Dutch 
section of New Guinea are entirely devoid of volcanoes, with the result that "Mowhere 
is the soil of such a character that it could be used without previous special pre- 
paration to grow food crops for a number of consecutive years... only crops that 
furnish highly valuable products can be made to pay, and eventhen there comes a time 
when previously effective measures prove vain. "* 


The Netherlands Indies is located in the tropical zone; itsclimate, therefore, 
is characterized by high temperatures, abundant rainfall, and great humidity. Since 
. the entire land area is within 760 miles of the equator, temperature is fairly uniform 
during the whole year. In Patavia, for instance, the temperature during July and 
August averages 78.4° F., as against 77.5° in January and February. The yearly 
average at most sea leve! points is about 79° ©. Cool areas are limited to the moun- 
tain districts. Average maximum monthly temperatures at sea level points throughout 
the islands range between 84° and 90° F., and average minimum temperatures between 
72° and 77°. The only variation in the almost uniform climate is caused by rainfal}, 
the volume of which depends mainly on the monsoon winds. 


Rainfall in the Netherlands Indies is abundant. There is hardly a section in 
the Archipelago in which it does not rain for at least 3 or 4 months of the year. 
Yearly total and seasona] rainfall! varies widely, but in most areas precipitation is 
neither too heavy nor too light for crops. Rainfall becomes more abundant as one 
proceeds north, as the effect of the Australian desert diminishes. Generally, the 
rainfall ranges from about 40 to I18 inches; the smallest amount on record is 21 


’ Mohr, E. C. J., "Climate and soil in the Netherlands Indies," 5ul. Colonial Inst. Amsterdam, 
Aug. 1938, p. 249. 


. Ibid., p- 250. 
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and the largest 269 inches. On the islands of Sumatra, ?orneo, and the greater part 
of "fest Java and Celebes, the average rainfall! amounts to about 80 inches. 


THE PEOPLE AND THE LAND 
DENSITY OF POPULATION 


According to the 1930 census the Metherlands Indies had a total population of 
61 million, an average of 82 persons per square mile. ‘This figure does not ref lect 
the real problem of the population density in the Indies; .it does not take into 
account the extremely uneven distribution over the Archipelago. The population of 
Java and Madoera alone was estimated at 42 million, or two-thirds of the total - an 
average per square mile of 818 persons. In view of the. increase:in population Since 
then, the figure may now be about 880. In the typical rice-producing areas along the 
north coast and the rivers of Java, the density ranges from !,200 to 1,500 persons 
per square mile. This density .is exceeded only in the Nile delta, where the number 
per square mile is nearly 1,600. hen compared with such countries as Great Pritain 
(561 per square mile), the Metherlarids (680), and Japan(469), it appears that Java 
Supports one of the heaviest populations of any country. It should also be noted 
that the density in Java:is largely of a rural character, towns comprising less than 
9 percent of the total population. 


The sparsely populated Outer Provinces (all islands other than Java and 
Madoera) where, with a total population of 19 million, thevaverage’ number per square 
mile:is 27, present a: striking contrast to Java. flere too, however, one finds con- 
siderable variation in density, ranging from 450 per square mile in Bali and Lombok 
to 79 in Celebes, 45 in Sumatra, 10 in Borneo, and only 5 per square mile in New 
Cuinea. The limited fertile area of these islands, in contrast to their extensive 
forests and waste land, is mainly responsible for this scarcity of population. 


RACIAL GROUPS AND OCCUPATIONS 


The population of the Netherlands Indies is for the most part composed of four 
racial groups: native, European, Chinese, and foreign Oriental.” The first group 
includes 97.4 percent of the total population and consists of a number of races, dif- 
fering with respect to language and other characteristics. 

The colonial character of the Netherlands Indies is evident upon consideration 
of the remaining 2.6 percent of the population and of the occupational distribution 
of the entire population. ere, as is the case in all other colonial possessions. 
the economic position of a given group has no relation to its numerical strength 
The Europeans constitute the most.important group economically; the Chinese and Arabs 
have acquired practically exclusive control of activities usually identified with the 
petty bourgeoisie and the middle class; and at the bottom of the economic ladder is 


the native population. 


, Mainly Arabs and smaller numbers of British Indians and Ceylonese. 


= alti 5 a Teta tesa 
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Buropeans. Some 242,372 Europeans,® or less than half of | percent of the 


total population, occupy the commanding positions in every walk of life of the Arch- 
ipelago. fore than 2" percent are in the civil service, where they occupy the lead- 
ing administrative positions; 53.8 percent are engaged in large-scale agriculture, 
extractive industries, transportation, and commerce; 13.2 percent in professions: and 
the remaining 8.7 percent are engaged in a variety of other occupations. On the 
whole, large-scale industry and trade, as wel! as administration, are almost ex- 
clusively under the control of Europeans. 


TABLE 2.-Occupational distribution of the population of the 
Vetheriands Indies, 1930 


FOREIGN 

OCCUPATION EUROPEAN NATIVE CHINESE es hati 

Percent : Percent : Peraent : Percent 
Agriculture and minim .........! 22.0 : 70.0 30.9 19.3 
Wandicraft and manufacturing ...: 5.5 10.4 20.9 14.0 
AOGROMORSRCAOR ccnp coceccccceses : 12.9 1.4 : 2.7 4.8 
SEE £65 606000 ewoeeccecesece® 13.4 5.4 : 36.6 52.7 
Professional service «....+.e+:! 13.2 0.7 : 1.5 2.3 
Government service .....+-+se6- . 3 24.3 2.4 6 1.4 
i, tee behects oa¢edes.ebees een 8.7 9.7 7.7 5.5 
REL. 4 4eheees paseeoccceecsee® 100.0 : 100.0 : 100.0 > 100.0 


Grundlagen und Entwicklungsrichtung der landwirtschaft lichen Frzeugung in Nveder landisch 
Indten, W. K. G. Gretzer, Berlin, 1939 


Chinese. Second in: importance are the Chinese, who settled in the Indies long 
before the advent of the Dutch. From an economic standpoint the Chinese - more than 
| million: in number - constitute one of the most important groups of the community. 
They are widely employed as skilled artisans and in industries and agriculture; 50.9 
percent of the Chinese find employment in these occupations. !!any of them are fore- 
men, supervisors, or’ independent entrepreneurs. 


The Chinese influence:is felt most strongly in trade. ‘he 36.6 percent en- 
gaged in trade act as middlemen between the natives and Europeans in marketing the 
goods imported by the latter for native consumption; they compete advantageously with 
either group and have become indispensable as intermediaries. The “oreign Orientals, 
who number over 100,000, follow in the footsteps of the Chinese, although their 
trade operations are on a smaller scale. [fore than half of this group consists of 
traders. 


Natives. An entirely different picture is presented by the occupational! dis- 
tribution of the native population. “he unmistakable agricultural character of the 
Islands is shown by the fact that 70 percen’ of the natives are sma!]-scale farmers. 
Although 10.4 percent are classified as artisans and industria! workers, they are in 
effect chiefly the former rather than the latter. The natives are very poorly repre- 
sented in all other occupations: only 5.4 percent are in trade; 0.7 percent in the 


From two-thirds to three-fourths of this group consists of Furasians. 
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professions; and only 2.4 percent in government service. On the other hand. 9.7 per- 
cent of all the natives are found in the last occupational group, the so-called 
"other occupations." Here they play an important role as house-servants. 


ECONOMIC WELFARE 


The outlined occupationa! distribution points to a sharp economic stratifica- 
tion along racial lines. ‘he economic differentiation in the Netherlands Indies may 
be illustrated by the total income tax paid by each group in 1925.” In that year, 
78,611! Europeans paid an income tax amounting to $10,169,000, or an average of %129; 
394,971 foreign Asiatics paid a total! of $3,528,000, or an average of $9, while 
3,178,666 natives contributed a total of $5,785,000, or less than $2 per taxpayer. 
This evidence warrants the conclusion that the "East Indian economic pyramid has a 
very broad base, made up mostly of the indigenous people, and that this base quickly 
converges into a narrow sharp point, with the foreign Asiatics forming the bulk of 
the center, and the <uropeans, with a sprinkling of foreign Asiatics, at the top. "° 


A better picture of the situation is revealed in a number of studies dealing 
with the economic well-being of the farmers. Dutch investigators of the economic 
conditions of the rural population are of the opinion that for the majority of the 
population the standard of tiving ". . . is not far removed from the bare necessities 
of life .."°% This is supported by the conclusion that "80 % of the annual incomes 
of the rural population is needed for the acquiring of their necessary food cg 


The standard of living of the rura} population could be raised by increasing 
the productive capacities of industry and agriculture Apart from the problem of 
greater industrialization of the Fast Indies, it may be noted that the contribution 
of agriculture depends mainly on the further extension of cultivated land in Java, 
a higher standard of nutrition. and an increase in cash value of products and in 
yield The first problem hardly admits of solution; the area stil] available for 
cultivation is too limited. and the amount that could be added to the present crop is 
insignificant. A great deal, however. could be done to raise the yields, considera- 
bly below those in a number of other countries, through utilization of artificial fer- 
tilizers. Mot only would output be increased for the land already under cultivation, 
but less fertile soi! could be put to use and better-yielding varieties introduced. 


FOOD CONSUMPTION 


Generally speaking, the natives consume locally cultivated food. It has been 
estimated that they consume 97 percent of the rice they produce, 94 percent of the 


7 


The data for 1925 were based on a quinquennial survey; the Statistisch Jaaroverzicht for the 
subsequent years does not report the income tax paid by each group 


8 Vandenbosch Amry. The Dutch Fast Indtes, Grand Rapids, Michigan, 1933. p. 29. 


° Ochse, J J and Terra, G J A "The Agricultural and economic conditions of the natives 
and their food consumption," Landboma), Oct.-Nov 1934, p 375. 


10 Thid., p. 375 


an 
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corn, 100 percent of the sweetpotatoes, 97 percent of the soybeans, 89 percent of the 
cassava, and 70 percent of the groundnuts.*? Pesides these principal items, they con- 


sume fish, sugar, coffee, copra, and fruit, but almost no meat or dairy products. 


TABLE 3.~—Per-capita consumption of principal foods in Java, 
averages 1916-1924, 1926-1930, 1934 1938 


S$ WEFT - 
YEAR RICE CORN CASSAVA PEANUTS SOYBEANS 
POTATOES 
Pounds : Pounds : Pounds : Pounds : Pounds : Pounds ail 
Average: : : : : : 
1916-1924 ': 212 : 83 : 295 75 8 8 
1926-1930 : 194 : 98 : 278 59 6 10 
59 5 10 


1934 -1938 - 181 ; 89 : 306 


Indisch Verslag, 1928, 1930, 1939. 


Table 3 shows that consumption of rice, the most important food crop, has de- 
clined by about 15 percent in the course of about two decades, because of the fai lure 
of rice production to keep pace with the rapid increase in population and the restric- 
tion of rice imports in consequence of the depression. 


TAXATION AND INCOME 


Theoretically, the Government of the Netherlands Indies claims control of the 
land, and the natives pay a rental, rather than a tax, for the Jand they cultivate. 
This rental, which is essentially a land tax, accounts for about 10 percent of the 
Isiands' total taxation in any year. 


The tax is not uniform, since it. is based upon the productivity of the soil, 
which varies considerably in different sections. In some less fertile provinces the 
land tax amounts to about *! per acre, while in those producing the best crops, such 
as sugarcane and tobacco, the tax may reach about $3 per acre. A study of the eco- 
nomic conditions of a number of farms shows that in 1932 the land tax from irrigated 
fields amounted to 20 percent of the yield; from dry land, 12 percent; and from the 
compounds, 10 percent. *? 


The average yearly income of a peasant in 1920 amounted to $74.73 A more 
detailed account of farm income. in 1926 is taken from a report dealing with the ef- 
fects of taxation upon the natives of Java. In that year 78 percent of the peasantry 
had a yearly income ranging from $48 to $59; the income of 19.8 percent of the peas- 
ants averaged about $12; and only 2.5 percent of the wealthy landholders received 
an income of $436, 
a3 Rothe, Cecile, “Industrial Development and Home Consumption in the Netherlands Indies," 
Bul Colonial Inst. Amsterdam, Nov. 1938. 
a8 Ochse, J. J., and Terra, G. T. A., OD. cit., p. 369 


, Furnivall, J. 8., Netherlands India, Cambridge, 1939, p. 398. The author refers to a study 
by Dr. W. Huender. 
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SAVINGS AND CREDIT 


Since the income of the farmer is so low, he is unable to save a surplus that 
would provide a basis for accumulation of capital. Government efforts to teach the 
peasants the habit of saving have not met with success, chiefly because of the !imited 
income. The lack of savings is having a distressing effect on the agricultural 
economy of the natives. The peasant is unable to fall back on his own resources, and 
credit becomes the only solution. Loans may be secured from private money lenders or 
from credit institutions organized by the government to combat widespread usury. 


Private money lenders: Interest rates exacted by money lenders are very high, 
amounting to 100 percent or more a year, or 10 to 15 percent a month on smal! loans. 
The Chinese and Arats maintain practically a monopoly on this type of credit. One 
favorable aspect of the credit situation is that two factors limit the natives’ 
indebtedness, the first that their land cannot be mortgaged - but for this restrain- 
ing influence the peasant would often be unable to free himself from debt - and the 
second and more important that most of the money lenders are non-natives, who cannot 
own land. ‘Since the peasant cannot lose his land, the money lenders are not inclined 
to advance large loans. 


Since attempts to outlaw usury have been unsuccessful, the government has de- 
cided to compete with private money lenders through the organization of three popular 
credit systems: the government pawn shop service; the "dessa lumbungs," or rice 
granaries; and village banks. 


Government pawn shops: ‘he government maintains about 500 pawn shops in the 
most important parts of the Indies. In towns where such shops are established, no 
private pawn shop may operate, The government shops advance sums against pawned ar- 
ticles. Interest rates in these shops are high, varying with the size of the loan. 
For sums not exceeding 25 guilders ($13.15 at the current rate of exchange) the rate 
is 2 percent per half month, with a minimum of | percent; on loans from 75 to 100 
guilders, 3 percent per month; and on loans exceeding 100 guilders the interest rate 
is | percent.per month. In 1938 the pawn shops advanced a total of I! million dol- 
lars against "8 million articles pawned, or an average of 23 cents per article. It 
has been estimated that between 10 and 20 million people are served by these shops. 


Village rice granaries: The "dessa lumbungs," or village rice banks, of 
which there are about 6,000, are communal enterprises operated by the village govern 
ment with the help of the Dutch Civil Service of the Netherlands Indies. They are an 
elaboration of the long-established village practice of storing seed and food in a 
Common granary. The new features are that the banks accept rice for storage, and in 
times of crop failure, or for any other reason, rice loans are advanced against pay- 
ment of an interest in kind, amounting to about 25 percent. In general, the rice 
banks lend an average of 200 pounds of rice per borrower. 


Village banks: The aim of the village banks is to furnish smal] cash loans to 
be repaid in 10 weekly installments. In 1938 the Netherlands Indies had 7,114 such 


tee ee | 
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banks, with a combined capital of about 4." million dollars, and loans totalling 
$11,550,000 to 1,108,000 borrowers, or over $10 per borrower. These loans carry a 
rate of interest amounting to 4 percent for 10 to 12 weeks. In practice "this 4 
percent means between 30 and 40 percent per year of the sum actually at the disposa] 
of the borrower during the term of the advance, "*4 


General Bank for Popular Credit: Another credit source is the Seneral] Bank 
for Popular Credit. Because of the heavy operating expenses and the necessity of 
building up assets quickly, the interest rates range from 10 to 18 percent on amounts 
up to $400, and from 8 to 12 percent on amounts of $400 and over. Though the pri- 
mary object of the Bank is to lend money to natives, non-natives are also entitled 
to loans, chiefly for the promotion of agriculture, commerce, and fishing, and for 
the construction of houses, and similar purposes. In actual practice, the greater 
volume of loans is extended to non-natives. The total amount of loans outstanding 
in 1938 was 14 million dollars of which 6 million was advanced to 385,979 native 
borrowers, or an average of $15 per loan. 


Evaiuation of government credit systems: Students of the credit problem in 
the Netherlands Indies are agreed that the benefits to natives of the government- 
sponsored credit system have fallen short of expectations. “he main weakness is 
that "the structure of the native community is such that officially organized credit 
does not stimulate production to any appreciable degree, nor does it increase the 
circulation of money."*5 Interest rates are too high, and the loans, often very 
sma!], cannot meet the real agricultural needs of the peasants. (Cn the other hand,: 
"The great virtue of the village banks and the Seneral Bank for Popular Credit is 
that these banks try to get their clients out of debt by keeping their advances: within 
the limits of their power to repay, by allowing them to return the money in a Series 
of short-term installments."*° It is generally admitted also that conditions under 
which these credit institutions advance loans are to be preferred to those exacted 
by the money lenders; that they help the natives to hold their own in critical per- 
iods; and that they teach them how to use money and how to discharge a debt from 
their: income. 


INDUSTRIALIZATION 


Perhaps the fundamental factor in the economic welfare of the natives is that 
the productive capacity of Java's agriculture and industry could not keep pace with 
the growth of population. To be sure, part of the increase was offset by the great 
extension of cultivated land by enlarged and improved irrigation, and the planting of 
better varieties and commercial crops. Yet as time went on the gap between produc- 
tion and population increased, particularly with the onset of the depression of the 
early 1930's. To remedy this situation, the Government of the Netherlands Indies 
embarked on a program of greater industrialization of Java. 


14. . 
‘ Fruin, Th. A., "Popular and Rural Credit in the Netherlands Indies," 3ul. Colonial Inst. 
Amsterdam, May 1938, p. 165. 


Fruin, Th. A., Op. ctt., p. 168. 
- Ibid., p. 174. 
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The main objective of industrialization is to make the country more self- 
sufficient - less dependent upon imported manufactured goods of vital importance 
to the country. This procedure would provide employment for a greater number of 
natives, who would also benefit from the increased sales of raw materials raised 
on the farms. The natives would receive additional income from "supplementary occu- 
pations without disturbing any more than is necessary the traditional agricultura!} 
economy to which if is accustomed. It is hoped, however, that the native popula- 
tion will gradually develop greater initiative in commerce and industry and become 
less dependent economically on the enterprise of foreign industry."2” 


The government does not aim to achieve self-sufficiency through estab! ishment 
of large-scale industria] undertakings, which it considers neither feasible nor de- 
sirab o. [Emphasis is placed on smal] native shops and enterprises employing from 50 
to 500 people, all producing goods for domestic consumption. The government is care- 
ful not to extend production in a way that might seriously upset the trade balance 
with other countries. ‘Textiles are, perhaps, the one important exception. 


According to available information, considerable progress has been made in 
“his field. It is estimated that during 1936-1938 small-scale industrial production 
increased by some 22 million dollars. In 1937 the total output was valued at 99 
million dollars, compared with a value of 43 million for large-scale industrial 
undertakings. In 1936 the latter employed only 120,000 workers as against 1,580,000 
workers in small industries.*® Industrial development in Java in no way threatens 
the centuries-old agricultural economy of the island. It is rather expected that 
this measure, in conjunction with such others as internal migration, will] help 
to relieve the population pressure on land and raise the standard of living. 


COLONIZATION 


A more direct means of relieving the pressure of population on Java is that 
of emigration to the Cuter Provinces ‘This is an old policy, dating back to 1905, 
when the first colonization experiment was tried out in the Lampong districts of 
Sumatra. At that time the population of Java was estimated at 30 million. Since 
then, and until about 1930, the program was not vigorously pursued. 


The crushing economic depression. together with the excessively dense popula- 
tion, once again brought to the fore the problem of emigration. In recent years the 
population of Java has been increasing at a rate of 600,000 annually. The Central 
Pureau of Statistics of the Netherlands Indies estimated that if this rate should 
continue and no emigration take place, Java's population would reach 116 million by 
the end of this century. In other words, the density of population would reach the 
unprecedented number of 2,27! persons per square mile. This prospect must be viewed 
in conjunction with the fact that Java has reached the point where a regular increase 
in population cannot be compensated for by the cultivation of new land, 


ahd Van Eeghen. Geertrui M, "The Beginnings of Industrialization in Netherlands In 
dia " Far Fastern Survey, June 9. 1937,p. 130. 


Rothe. Cecile, op. ctt., pp. 6-7. 
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In 1937 the government set aside a special fund for the promotion of native 
agricultural colonization. Search for satisfactory colonization areas was extended, 
and the number of emigrants has been steadily increasing. The number of colonists 
increased from 13,000 in 1936 to 45,000 in 1939; and.in 1940 the number: is expected 
to reach 55,000. This is far from the migration of 80,000 families needed to coun- 
terbalance the annual growth, but it is an important step in solving the population 
problem of Java. Prior to 1937 the East Coast of Sumatra was the main center of mi- 
gration; now new settlements are being established. in 8orneo and Celebes. 


The colonization or migration movement is beset with a number of difficulties. 
The Outer Provinces have tremendous forest reserves but limited fertile and easily 
irrigable land suitable for the type of cultivation to which the emigrants were 
accustomed in Java. For the most part the cultivation of the soil in the Outer 
Provinces still remains: in the stage of so-called shifting (iandang) or dry cultiva- 
tion. hen after a few years the soil shows signs of exhaustion and yields begin to 
decrease, the natives turn to new areas by burning down a part of the forest. To 
the Javanese colonists, whose agricultural idea! is an irrigated field that guarantees. 
a sufficient food-supply regularly, cultivation of dry land is no attraction. Under 
the circumstances, therefore, the government must help in clearing the forests, in 
making irrigable ground available, and in various other services that cal! for finan- 
cial aid. 


AGRICULTURAL PRACTICES 


The Netherlands Indies:is primarily agricultural; manufacturing: is confined 
chiefly to the processing of agricultural products. The petroleum and tin industries, 
although of great importance, have made little: impression on the agricultural char- 
acter of the Islands. In 1928 agricultural exports made up 78.5 percent of al] ex- 
ports; and in 1938, after the depression, they stil! comprised 65 percent. 


The aericultural economy of the Archipelago falls:into two distinctive types: 
small-scale native farming and large-scale European plantation farming. Practically 
the entire output of the plantations.is. intended for export; that of the native farms 
is for both domestic consumption and export. This flexibility: in character of native 
production has served to offset to some extent the il! effects of sharp economic 
fluctuations, making it more elastic, and less painfully adjustable to economic de- 
pressions than the highly specialized plantations. As one writer has expressed it: *® 


"He lene native} does not put all his eggs in one basket The cord that 
binds any new industry of his with the ancient village economic life is not cut 
through. He also plants food crops and even though in boom years he may neglect 
them somewhat . . and buy foreign rice with the money he earns from his rub- 
ber, as soon as the tide turns nothing prevents him from planting rice beside or 
even in his rubber plantation and waiting quietly till the storm passes." 


in recent years native agriculture, especially in the Outer Prowinces, has 
been furnishing an increasing share of the value and volume of agricultural exports. 


1 i 
° Ochse, J. J. and Terra, G. J. Ai, Op. cit., p- 365. Quoting Van Gelderen. 
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In 1894, plantations accounted for 89 percent and native agriculture for |! percent 
of the total value of exports; in 1924, the figures were 75 and 25 percent, respec- 
tively; and in 1938, 60 and 40 percent. 


The sharp decline in the exportation of sugar, a purely plantation commodity, 
has contributed largely to the diminished share of the plantations. It is possible 
that with improved demand for tropical products, this share may increase. The fact 
remains, however, that to date the rising trend of native exports is unmistakable. 
Native production is now strongly represented in the principal export crops, and 
the.: is no reason to expect a decline in the future; in fact, conditions would seem 
to point to an increase.*° The natives have learned from European plantations how 
to raise such crops with a fraction of the capital invested by the planters. Not- 
withs*anding this development, the two types of agriculture differ to such an extent 
that . seems advisable to consider separately the main features of each. 


NATIVE AGRICULTURE 


Land tenure: The views of the native population of the Netherlands Indies on 
!andownership are expressed in the following proverbs: "ho makes, has," and "Who 
uses. has." In other words, the land belongs to those who cultivate or use it. To 
be sure, before the advent of Dutch colonization the individual and communal rights 
to land were limited by native rulers. ‘hile the peasants considered the fields 
their own by virtue of cultivation and undisturbed occupation, they were not free to 


dispose of them. 


In the seventeenth century the domination of the Dutch was carried on through 
the Dutch East Indian Company, whose main concern was to fil] its coffers aS quick- 
ly as possible its methods of achieving this goa! - of which i!Jegal sales of land 
Was one - were not always above reproach. "In the days of the Company," a noted 
student of colonial problems wrote, "little trouble was taken to analyze the rights 
of feudal persons, of rulers and of the Company to the land. The Company seems 
to have adopted itself in the main to the doctrine recognized throughout the fast 
and throughout Africa, that everything under Heaven belongs to the Ruler."** The 
Company did not hesitate to barter away large tracts of land whenever it needed 


money. 


This policy came to an end early in the nineteenth century, when the govern- 
ment declared itself the sole owner of the land. In theory, the concept of state 
ownership does not permit of any other right to land; but in actual practice, par- 
ticularly as it affected the land already under cultivation, this was a doctrine 
with "a bark worse than its bite." This modification seems to hold true because the 
pronouncement concerning the supreme rights of the state was coupled with the insti- 
tution of another very important principle; namely, that the land cultivated by the 
natives should be left in their hereditary possession by virtue of occupation, and 
that it could not be alienated from them. The protection of the vestec interests 


20 
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Bloch, Kurt, "A new nation arising,” Barron s, July 31. 1939, p. 20 
Angelino, A. D. A. DeKat, Colonial Policy, University of Chicago Press, v. II, p. 434. 
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of the population in the land became the guiding doctrine of the land policies 
promulgated in the Netherlands Indies from 1870. In that year the basic agrarian 
law was enacted, which, with supplementary acts issued since then, is still in ex- 
istence today. 


As a consequence of these measures the rights to land in the Netherlands 
Indies fal! into four groups: (1) the general sovereign rights of the state to al] 
lands; (2) the rights of the native farmers to lands cultivated by them; (3) the 
rights of the native rulers; and (4) the rights granted to others by these groups. 


The peasant may transfer his right of ownership to a second party, who must, 
however, also be a native - this requirement constitutes perhaps the cardinal prin- 
ciple of the present land tenure system in the Indies. Under no condition may a 
native sell his land to a foreigner. In this manner their land - the only wealth 
they possess - was preserved by the Dutch for the Indonesians. The possibility that 
the natives might lose some of their land through such indirect means as Jong leases 
caused the government to enact severe restrictions in this direction also. Natives 
are permitted to lease land to non-natives only by a transaction supervised by the 
government. To be effective, the lease contract must be drawn up by a government 
official whose duty it is to protect the interests of the natives. In addition, 
the agreement must be confirmed by the government administrator of the district, who 
has the power to annul a lease drawn up in a manner that might infringe upon the 
welfare of the natives. 


The duration of a lease for rice fields is usually 3.5 years; however, it is 
possible to lease them for longer periods, up to a maximum of 21.5 years. In this 
case the land must be returned to the native farmer for cultivation every third 
year. For dry fields the maximum rental period is usually 12 years. On the whole 
the main concern of the government is that leases shal! in no way.infringe upon the 
food or water supplies of the natives. 


These were the principal measures enacted for the protection of the natives 
against abuse at the hands of those eager to get hold of their land. The active 
government intervention on behalf of the land rights of the Indonesian population 
is a radical departure from agricultural policies of most colonial powers. [ven in 
the “estern Hemisphere the preservation of the farmers' land is a matter of less 
concern than in the Netherlands Indies. The all-important fact is that the tenancy 
system, so widespread in India or the United States, is practically nonexistent in 
the Islands. This factor should weigh heavily in favor of the Dutch in any attempt 
to evaluate their colonial rule. : 


Arable land: Data concerning the extent of native agriculture are not avail- 
able, but in Java and Madoera, the center of tuis type of agriculture, arable land 
amounted to 19.4 million acres in 1938. In the future the cropland of these islands 
can be little expanded; it has been estimated that "no more than an additional 
300,000 hectares [741,000 acres] of new land, or less than four percent of the 
present area occupied by native cultivation, can be made suitable for agriculture. "*~ 


22 ; 
Day, Clive, Op. cit., pp. 375-376. 


526 Foreign Agriculture 


In recent years the farmers tilled 59 percent of the total land area of the islands. 
Considering also the European plantation land under cultivation in these two islands, 
the tilled land represents 70 percent of the total. 


Size of landholdings: 
Despite the fact that hardly 
LAND UTILIZATION IN JAVA AND MADOERA, any othercountry cultivates 

1938 so large a proportion of its 
land, the density of popu- 
lation in Java is so great 
that the average holding of 
a Javanese farmer is not 
more than 2.5 acres. “here 
has teen a tendency toward 
accumulation of larger 
50.008.000 ACRES S holdings in the hands of 
SMSC NSS some natives, but in general 

: the land is held in minute 
shares. "Even in West 
Java,” one writer notes, 
"where land was sometimes 
. rr. taken over for debt, there 
Se NATIVE AGRICULTURE SS , were only some forty land- 
Se : owners with as much as 75 
acres each."** Thus, one 
of the basic distinctions 
between native and European 
agriculture in the Nether- 
lands Indies is the smal}]- 
scale character of the 
former. 


23 O% 


TOTAL AREA 32.660,000 ACRES 


U. S. DEPARTMENT OF AGRICULTURE WEG. 38520 OFFICE OF FOREIGN AGRICULTURAL RELATIONS 


fypes of farming: 
The arable land tilled by 
natives is made up of 
"sawahs," or irrigated fields, separated by small dams that keep the water on the 
fields; of nonirrigated dry fields; and of "compounds," or land around the houses 
used largely for the cultivation of fruit trees and other crops not grown in large 
quantities on either irrigated or nonirrigated land. The compounds, which contribute 
much to the variety of the Javanese diet, represent approximately 15 percent of the 
total arable Jand of Java and Madoera. 


Figure 2.-Land utilization in Java and Madoera. 


The place of the rice fields and compounds inthe native economy may be deter- 
mined from a study dealing with this problem, which showed that 72 percent of the 
produce of the farms was consumed on the farm and 28 percent converted into cash and 
that in the case of the compounds 32 percent was consumed and 68 percent sold. The 


23 purnivall, J. 8., Op. cit., p. 397. 
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number of farms covered ky this study was small; however, it was the contention of 
the authors that "In view of the fact that the families investigated in the course 
of this test correspond more nearly with the actual average social relationship 
amongst the people, in our opinion these figures give a good picture of conditions 
as they actually are."** 


Irrigation: ata concerning the area irrigated throughout the Indies are 
not available, but it is known that in Java irrigated land accounts for "2 percent 
of the total cultivated land. Irrigation is of great importance in the Islands. 
There is not only an annual period of low rainfall, but the fluctuations in rain- 
fall during the monsoon have a great influence on crops, and may resu!t in the most 
disastrous consequences if there is no adequate irrigation system. Tor this reason 
irrigation has been in existence in the Islands, especially in Java, for centuries. 
In addition to that required for the production of rice, the native commercial agri- 
cultural products must also be irrigated during the period of insufficient rainfal!. 
Sugarcane is the crop of European cultivation to which irrigation is of vita! impor- 
tance during the dry season, when the cane is planted. 


Irrigation water is secured from various Sources, such as rivers, reservoirs, 
and wells. In practice river irrigation of the gravity system is chiefly utilized. 
The advantage of this system is that silt, carried by tropical rivers in large quan- 
tities, remains on the soil and acts as a fertilizer. Irrigation, formerly left to 
the natives, is now to a great extent under government supervision and control. A 
notable feature of the government's irrigation policy is that water is supp!ied free 
of charge; there is not, as in India, for instance, a water-rate; nor is land revenue 
enhanced because water is supplied by the government. 


Fertilizers: A characteristic feature of native agriculture, particularly as 
it affects the production of the main food crops, is the fact that little use is 
made of fertilizers. ‘The large capital outlays for fertilizer of the Japanese 
farmers are unknown in the Netherlands Indies. On rare occasions the farmers spread 
some stable manure on the land during the dry season; they seldom use artificia! 
fertilizers. This negative attitude toward better farm practices should be at- 
tributed not only to the more fertile soil of the Indies as compared with that of 
Japan, but also the the fact that, "As a rule he [the Javanese peasant | does not 
attempt to modify the environmental conditions in order to obtain a better crop when 
these are unfavorable, when for example the soil is poor, he can find a variety 
adapted to this poverty." #5 


Soil fertility is maintained largely by the nutritive substances in the water 
irrigating the fields. ltuch of the irrigation water receives Considerable quantities 
of nitrogen through the drainage of the various villages along the course of the 
canal and of the streams supplying the water. This does not, however, sufficiently 
compensate for the lack of fertilizers, both natural and artificial. The yield of 
rice in Java is about 30 bushels per acre compared with 70 bushels in Japan. 


2 
* oOchse, J. J., and Terra, G. J. A., op. cit., p. 361. 


36 "Farm economics; recent investigations on the economy of native farming in Java," Internatl. 
Rev. Agr. [Rome], Apr. 1932, p. 93 E. 
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Farm implements: The small size of native fields, the methods of preparing 
the soil for planting, and the condition of the soil during growth, together with the 
usual native reluctance to depart from established customs and traditions, greatly 
retard the utilization of improved agricultural equipment. Implements usually con- 
sist of a native or Chinese plow, a heavy hoe, a wooden harrow, and a small! har- 
vesting knife. The buffaloes and oxen furnish the chief traction power; horses are 
almost never used on land. It is reported that "In Lombok, in the Timor Residency 
and in some other parts of the Islands where the inhabitants have not yet acquired 
the habit of using the plough, the soil is prepared by chasing buffaloes over the 
inundated paddy fields. "*° 


Crop rotation: As a consequence of the great variety of crops, particularly 
in Java, the crop rotation system)is complex. It is built around. rice, and other 
food or industrial crops complete the picture. It has been estimated that each acre 
of irrigated land produces an average of about a crop and a half of rice and a half 
crop of some other commodity per year. 


Agricultural research: ‘Since agriculture forms the basis of the economic 
structure of the Netherlands Indies, it has enjoyed the full attention of the govern- 
ment for many years, and has received from it considerable support and cooperation in 
the form of widely disseminated agricultural] research carried on by the Department 
of fconomic Affairs. In addition, a great deal of research is done by private or- 
ganizations, Al! such work is carried on by three types of experiment stations: (I) 
the Seneral Experimental Station for Agricultural Industry; (2) the stations of the 


Central Association of Furopean Plantations; and (3) the private experiment stations 


The Seneral Experimental Station for Agricultural Industry is primarily con- 
cerned with native agriculture, and has as its object the institution among the na- 
tives of new and improved agricultural practices discovered in the course of its 
scientific research. 


The Central Association of European Plantations consists of the experiment 
stations of Mest Java (a consolidation of the Géneral Tea Station established in 
1893 and the fubber Station at Buitenzorg established in 1915); of Middle and fast 
Java, concerned chiefly with coffee and cacao production; and of fesouki, concerned 
with tobacco, coffee, and rubber. One of the best-known private experiment stations 
is the Pasourouan =xperiment Station, established by the sugar planters. In Sumatra, 
where the plantation has reached its highest point of development, are the Medan &x- 
periment Station, organized by the Deli Tobacco Growers' Union in 1895, and the 
Seneral Experimental Station of the Sumatra fNubber Planters’ Association. 


The plantations are the chief beneficiaries of agricultural research; the wide- 
spread illiteracy of the natives is a barrier to ready assimilation of the knowledge 
made available by the experiment stations. Some of the improvements, however, have 
reached native agriculture through the efforts of agricultural authorities and through 
the experience gained by the natives in their contact with the plantations. 


sae Bakker. S., "The live-stock in the Netherlands Indies and the veterinary service," Bul. 
Colontal Inst. Amsterdam, May,1939, p. 196. 


ae aia 


Netherlands Indies 529 


“rere 


PLANTATION AGRICULTURE 


The first plantations were established in the first half of the nineteenth 
century, but real development did not occur until the 1870's. The so-called "culture 
system" greatly retarded the growth of plantation agriculture as it now exists. 
Since this system forms a landmark in the history of agricultural development of the 
Netherlands Indies and has an important bearing upon the existing plantation agri- 
culture, a description of its principal] features seems pertinent. 


Institution of the "culture system": The view that "every colony exists, or 
ought to exist, for the benefit of the mother country" is as old as the colonial 
question itself. The Dutch adhered to this doctrine, as did all other colonial 
powers from ancient times. However, in the third decade of the nineteenth century 
the East Indies not only failed to contribute anything to the treasury of the Nether-° 
lands, but in effect became a drain upon it, at a time when the mother country was 
beset with financial difficulties of its own. In order to secure increased revenues 
from the East Indies, the government decided to increase the cultivation of certain 
native export crops for its own account and under its own supervision. ‘he products, 
such as coffee, tea, sugar, tobacco, and indigo, were to be accepted by the govern- 
ment in lieu of money taxes. The government in turn was to export these commod ities 
and secure profits largely in excess of cost. 


Despite its profession of benefiting the natives, the "culture system" degen- 
erated into one of forced labor, almost entirely at the expense of the natives affec- 
ted by it. Private large-scale enterprise fared no better. Production and sale of 
export crops rapidly developed into government monopolies. Under such circumstances 
", . « the Culture System grew until it overshadowed and blighted the whole economic 
organization of the country, and nothing remained but the “Sovernment as a planter on 
a superhuman scale....."*" In this capacity the government of the Islands succeeded 
in enriching the Dutch treasury by 832 million guilders in the course of 1830-1877. 


Failure of the system: The violation of the interests of the natives did not 
go unchallenged, as opposition in the mother country was voiced by those whose think- 
ing about colonia! problems was colored by ethical considerations. But perhaps the 
most important single factor that helped to put an end to the culture system was ac- 
ceptance of the idea that private initiative and free labor, as opposed to government 
monopoly and forced labor, were the only effective methods of enriching the mother 
country as well as the colonies. 


Partly under the pressure of these forces the Agrarian Act of 1870 was passed, 
paving the way for the rapid development of private estates and large-scale agricul- 
ture, and sounding the doom of the culture system, The cultivation by the government 
of a number of export products was discontinued prior to 1870. Compulsory cultivation 
of sugar continued til! 1890, and coffee continued to be cultivated unti! 1915. On 
the whole, however, the decade of 1870 marked the end of the forced-culture system 
and the beginning of the plantation system now in existence. 


2 , 
Furnivall, J. S., op. ctt., p. 121. 


530 Foreign Agriculture 


Leases and concessions: In accordance with the land law of 1870, no European 
or Foreign Oriental is permitted to buy any land; nor is the government permitted to 
sell land except for small pieces for the extension of towns, villages, or for indus- 
trial purposes. On the other hand, the difficulties in connection with grants were 
removed when the new agrarian law provided for long-term leases or concessions; it 
also enatled western entrepreneurs to lease land from natives for relatively short 
periods of time. “he lands of the public domain and, to a much smaller extent, those 
of the private estates?® form the basis of the large plantations. Leaseholds are 
granted for a period not longer than 75 years, and, in Java and Madoera, in sections 
of about 900 acres; no restriction is placed on the number of sections covered ty one 
lease. In the Outer Provinces the sections may be as large as 9,900 acres. 


The long-term lease- 
holder has to pay an an- 
nual, relatively smatl 
rent, ranging from a max- 
imum of $2 per acre and 


Z less. Ordinarily, the 

rental is not payable dur- 

Yj ing the years of prepara- 
Y tion before it becomes 


CULTIVATED 


CULTIVATED AND UNCULTIVATED AREA IN PLANTATIONS 
IN THE NETHERLANDS INDIES, 1938 


1.416.000 ACRES CULTIVATED product ive. The planters 

Yj Yyy are subject to the exist- 

Yj Yi, ¥ ing taxes anc those stil] 

| Yy 4 to be introduced, except 

> YY : that the land tax is not 

. . to te jevied during the 

8 first 10 years following 

3 UNCULTIVATED Bvt act pero the registration of the 

% ee ae leasehold or concession 
% right. 


Development: Since 
1870, especially prior to 
1930, plantation agricul- 
ture developed by leaps 
and bounds. The profits 
were considerable, and 
from 1905 the flow of 
U. S. DEPARTMENT OF AGRICULTURE NEG. 30521 OFFICE OF FOREIGN AGRICULTURAL RELATIONS Dute h : Eng ] i 5 h, Ame r ican : 
Belgian, and French  in- 


in the Netherlands Indies vestments continued una- 
Figure 3.-Plantation acreage in e Ne : eee PA sistas 


TOTAL NETHERLANDS INDIES 7,258,000 ACRES 


28 During the period of control by the East Indian Company, and also in later years, various 
governors sold large tracts of land in Java to help fill the treasury. Along with the land 
went feudal rights over the native population occupying it. In recent years the private es- 
tates covered an area of about 900,000 acres. In order to put an end to the abuses suffered 
by the native population at the hands of the landlords, the government has been repurchasing 
the estates, or expropriating them at a price set by the court. 


es, 
. 


Netherlands Indies 531 


ld ad 
‘ 


1.6 billion dollars invested in the Netherlands Indies before the depression, 7° 
European plantations accounted for approximately 860 million.°° Of this total. 
675 mitlion dollars was invested in Java, and the remainder in the Cuter Provinces. 


in Java 82 percent of the invested capital was Putch and the remaining 18 percent 
foreign; in the Cuter Provinces the respective percentages were 56 and 44. During 
the period 1925-1929 dividends paid by the plantations averaged 63 million dollars 
annuaily. Capital investments in the plantation industry came to an end with the 
advent of the economic crisis. 


in 1938 the Netherlands Indies had a total of 2,402 estates, occupying an area 
estimated at 7,260,000 acres.*! Of this, 2,893,000 acres were planted,®” or an aver- 
age of about 1,200 acres per estate. In genera!, however, the amount of land planted 
per estate is largest in Sumatra, where the average is 2,100 acres, compared with 
1,200 acres in Java and only 232 acres in other sections of the Outer Provinces. 


Aithough estate culture came to be identified with a high degree of speciali- 
zation - that is, with the cultivation of one crop - in actual! practice there are 
estates that raise a combination of crops, such as rubber and coffee, rubber and tea, 
tobacco and rubber, or tea and cinchona. It has been estimated that 1,681 estates 
plant only one crop. In the Outer Provinces,where plantation agriculture has reached 
its highest point of development, 1,034 estates out of a total of !,215 are engaged 
in tne planting of a single crop. 


The estates raise more than 20 different tropical export crops, but an exam- 
ination of the data shows that a few of them account for the greater part of the en- 
tire plantation industry. Eight crops (rubber, tea, coffee, sugar, tobacco, coconuts, 
cinchona, and oi! palms) account for 94 percent of the total. 


Labor: The plantations are worked with hired labor. In the densely populated 
island of Java the plantations have no special! labor problem; al! the labor needed 
by the large estates may be secured from the surrounding villages. In recent years, 
with the decline of the sugar industry in Java, the labor problem has assumed cCor- 
responding!y less importance. In 1936 the sugar estates employed a total of only 
27,000 workers, compared with 132,000 in 1929. 


The labor problem on the plantations of the Outer Provinces is of a different 
nature. %ecause those islands are sparsely populated, the plantations must depend 
almost entirely on imported labor, the greater part of which comes from Java. The 
supply of labor from southern China, which formerly was of great importance, has 
declined in recent years. The conditions under which these workers are employed and 
the problem of holding them to the provisions of a contract have been the subject of 
a great deal of discussion and recrimination in and outside of the Netherlands Indies 
for many years, 


29 
30 


The Dutch share is variously estimated from two-thirds to three-fourths of the total. 


1930 Handbook of the Netherlands Fast-Indies, Department of Agriculture, Industry,and 
Commerce, Buitenzorg, Java. 


31 
Sixteen of which are owned by the government. 


32 
This includes 77,000 acres planted by the government estates. 
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Inrecent years the employer-employee relations have been more clearly defined, 
and the abuses prevalent in the past almost eliminated. hile no minimum wage law 
has been enacted, it is stipulated that the wages of the laborer must be sufficient 
to enable him to supply himself in reasonable amounts with the necessities of life, 
in addition to 15 percent for specia! needs.?* The work day must not exceed 9, and 
in certain cases not more than 8, hours; in no case must the laborer work for more 
than 6 hours in succession. 


The desertion of a contract laborer is still subject to the penal sanction, 
but it is significant to note that this type of labor is disappearing. ‘fore impor- 
tant, the coolie ordinance of 193! providec for the gradual! replacement of contract 
labor by free labor. The impetus given by that law was greater than was originally 
anticipated. In 1930, 771 estates employed "78,915 workers; contract laborers num- 
bered 352,610, or 73.7 percent of the total. In 1936, among the 337,50! coolies on 
434 estates only 18,585, or 5.5 percent of the total, were under contract. 34 


On the whole, under the pressure of public opinion the planters in the “Nether- 
lands Indies have had to improve labor conditions. Prior to the “orld "ar and for a 
time thereafter, the estates were solving their labor problems "not by making the 
jobs more attractive, but through backing up the contracts with penal sanctions."°°® 
Recent!y there has been a decided shift toward more humane treatment. ‘he workers 
now are largely Javanese. Slearly all are free, and the pena! clause has been prac- 
tically discarded. 


AGRICULTURAL PRODUCTION 


%Fficia}) statistics on native production of principal food crops relate only 
to Java and ‘ladoera, Pali, and Lombok. ‘Since 96.6 percent of the harvested area of 
these crops is concentrated in the first two islands, the data in the ensuing dis- 
cussion. unless otherwise specified, deal with Java and fladoera,. 


The native crops are numerous. Chief among them is rice, cultivation of which 
is carried on in almost every locality. Cultivation of other food crops is almost 
equally important, especially of corn, the basic diet in eastern Java. Cassava, po- 
tatoes. beans, peanuts, and other pulses are also important food crops. ‘hese crops 
are raised not only on dry land, but also on rice fields after the rice has been 
harvested. In addition to food crops, the natives raise commercial crops for both 
domestic consumption and export, of which rubber, coffee, tobacco, tea, coconuts, 
kapok, and a great variety of fruit are important. 


The total harvested area of Java in 1938 was estimated at 21,664,788 acres, 
of which 68 percent was under cereals; !4.'t percent root crops; 9.5 percent pulses; 
6.4 percent other native crops; and |.7 percent under native tobacco. 

33 Vandenbos h, Amry, OP. ctl... pp. 283. 
* Indtsch Verslag, 1931, p. 222; 1937, p. 209. 
35 Emerson, Rupert. Malaysta, a study in direct and indtrect rule, New York, 1937, p. 38. 
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FOOD CROPS 
Cereals in Java consist of two crops: rice and corn. 


Rice Rice constitutes the economic foundation of native agriculture, be- 
cause rice is the Indies' most important food crop. Of the I4,742,000 acres planted 
to cereals, rice accounted for 9,785,000 acres, 66 percent of al! cereals, or '!5 per- 
cent ot the entire 1938 harvested crop area in Java. About 90 percent of the rice 
tields are irrigated. 


The Yetherlands Indies produces many varieties of early- and late-maturing 
rice; the period of ripening may, therefore, last from 70 to |40 days. The better- 
quality rice is produced by the late-maturing varieties, while the early-maturing 
varieties are produced in sections where the water supply is uncertain. In order 
to avoid mixtures, each field is planted with only one kind. | 


Rice is grown the year around in irrigated districts, but the heaviest plant- 
ing is during the months of 2ecember, January, and Sebruary. This may explain why 
it iS Not uncommon to see rice being planted in one field, half-grown.in an adjoining 
tieid, and harvested in a third field. It is important to note also that in Java 
favorable climatic Conditions: in conjunction with the well-irrigated fields result in 
a yield of more than one rice crop - often two crops are harvested, in addition to 
another food crop. 


The rapid increase of population in Java has brought to the fore the problem 
of a sutficient food supply. Since rice is the staple diet, the government has 
made an effort to stimulate:its production. ‘he unfavorable economic conditions 
of the 1930's and the consequent policy of restricting imports likewise tended to 
increase the output. The results have been satisfactory, and both acreage and pro- 
duction have been steadily:increasing. In 1938 acreage was 22 percent above the 
average of the period 1921-1925, and the total output: increased by 24 percent. The 
yield oft about 30 bushels per acre has remained practically unchanged. This limited 
yield, which is less than half the per-acre yield in Japan, is the result of failure 
to utilize fertilizers and to cultivate more productive varieties. 


Mith an output of 290 million bushels the fast Indies ranks as the sixth 
largest rice-producing country. in the world. Despite the large output it was also 
the third largest rice importer during the years 1926-1930, taking a yearly average 
ot 1,344 million pounds; however, the increase in output has reduced imports to an 
average of 527 million pounds during the years 1934-1938. 


Prior to 1936 rice production inJava could not meet consumption requirements, 
but during the past 3 years smal! quantities have been exported. The surplus of 
Javanese rice and of that: imported from abroad is consumed in the Outer Provinces. 
The native farmers in these islands, particularly in Sumatra, engage chiefly in the 
cultivation of the more profitable export crops, such as rubber, copra, and coffee; 
food crops are of secondary importance. 
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Figure 4.-The rice fields of Java feed all the Indies. The scene at top right shows plowing 
of the flooded paddies at the beginning of the rainy season in November. Center right, 
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transplanting from seedlings in foreground. Note the high-banked sortecy Léfe Nagasine.) 
bringing inthe harvest, to be piled inthe stacks inthe background. (Courtesy 
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Corn Corn is the second most important food crop of the native population 

In addition to its utilization for human consumption, it is also frequently used as 
cattle fodder; and cattle breeding is closely associated with its cultivation. 
There is not a district where corn is not raised, but in eastern Java cultivation is 
most extensive, accounting for 65 percent of the total acreage of this crop in all 
Java. In Java there are three corn harvests - two tegallan (dry-field) harvests in 
the rainy season, and one harvest on irrigated rice fields in the dry season, usually 
as a second crop. In°!938 the total harvested area was estimated at 4,956,000 acres, 
or °3 percent of the total area under native crops. As in the case of rice, acreage 
and output of corn since the middle 1920's fave been greatly augmented. During 192I- 
1925 the average annual harvested area was 3,994,000 acres, whereas in 1936-1938 it 
had risen to 5,192,000 acres, an: increase of 30 percent. Output in these periods in- 
creased from 58 to 80 million bushels, or by 38 percent. 


In view of the fact that corn is largely (74 percent) grown on less fertile 
dry land, the yields are low, in recent years generally averaging about 15 bushels 
per acre. Both Java and the Outer Provinces export considerable quantities, increas- 
ing in amount from 43,000 tons. in 1934 to 215,000 in 1937. For several years Japan 
has been the principal market for this surplus crop, followed by the Netherlands. 


Cassava. Cassava, the third most extensively cultivated food crop, is the 
- principal root crop in Java. Its food value is less than that of cereals. In native 
households it holds a place somewhat similar to that of the potato in Europe or the 
United States. Cassava is also regarded as an emergency food, consumed in greater 
quantities when other foods are scarce; therefore, when other food crops are abun- 
dant, there is a large surplus for exportation, to be used in the preparation of 
tapioca products. The dried cassava roots are likewise an important éxport comniod ity. 


The United States is the principal importer of cassava products, taking about 
50 to 60 percent of the total value exported from the Netherlands Indies. In 1938 
the acreage planted to cassava was estimated at 2,343,000 acres, or || percent of the 
tota] harvested area of native crops. Output amounted to 9 million tons. or a yield 
of 9.2 tons per acre. The crop is grown without irrigation, and the period from 
planting to harvesting lasts from 7 to 9 months. 


Potatoes. Poth sweet- and white potatoes are grown in the Netherlands Indies, 
although the former predominate. In 1938 455,000 acres were planted to sweetpotatoes, 
compared with only 19,000 acres of white potatoes. The total output of sweetpotatoes 
was estimated at 48 million bushels, and the yield per acre at 105 bushels. On the 
whole. although potatoes are an important native agricultural commodity, they are 
far less important than in western Europe or in the United States. It takes 4 months 
to raise a crop of potatoes, usually grown as a secondary crop on irrigated rice- 


fields. Ba 


Peanuts: Peanuts constitute the principal pulse cultivated in Java, and are 
regarded as an important food crop. For the most part peanuts are eaten in roasted 
form. The product is very nourishing and is employed in large quantities for the 
manufacture of oil. The cake is used not only as a sweetmeat but also as cattle 
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fodder, as are also the leaves of the plant. Almost without exception, peanuts are 
grown on dry land; the crop ripens in 3 to 4 months. Cultivation is fairly general, 
though nearly half of the crop comes from eastern Java. Acreage and output have 
been steadily increasing, output less rapidly than acreage. From a yearly average of 
417,000 acres during 1921-1925, the harvested area was increased to 594,000 acres in 
the 3 years 1936-1938, or by 26 percent; in the corresponding period production in- 
creased trom 518 to 573 million pounds, or by II percent. 


Soybeans Next to peanuts in importance, though grown more extensively, is 
the soybean crop. Soybeans are an extremely nourishing food, and in Java as wel] 
as in other countries have many uses. The soybean ripens in 3 to 4 months and is 
usually cultivated during the dry season as a secondary crop after irrigated rice. 
The cultivation of the crop is largely concentrated in Java, although in recent 
years it has been raised in other regions. 


In the past decade acreage and production have more than doubled. In 1921- 
1925 the average annual harvested area was 417,000 acres; this figure increased to 
887,000 acres in 1936-1938, an acreage 113 percent larger. Comparable figures on 
production are as follows: 3.7 million bushels in 1921-1925 and 9.8 million in 1936- 
1938, an increase of 165 percent. Yields are low in comparison with other soybean- 
producing Countries, averaging only about |i bushels per acre, compared with 17 to 
18 busheis in Manchuria and the United States in the past 2 years. The large increase 
in acreage is primarily a result of the shift from sugarcane to rice and soybeans 
during the crisis years. 


Until a few years ago production of soybeans in the Netherlands Indies was 
not sufficient to satisfy demand, so that considerable quantities had to be imported 
annually. After 1932, however, soybean cultivation in Java expanded to such an 
extent that imports gradually declined, and by 1936 soybeans were being exported. 
At present the Netherlands Indies as a whole has an exportable surplus. 


LIVESTOCK 


Although crop cultivation is the principal means of livelihood in the Nether- 
lands Indies, cattle breeding is also important in the economic life of the native 
population. In contrast to conditions prevailing in western countries, native cattle 
breeding consists chiefly of rearing draft animals for either agricultural or trans- 
portation purposes. The production of meat is of secondary importance, while com- 
mercial dairying is practically nonexistent among the native farmers. Dairy farming 
is largely in the hands of Europeans and Chinese, but is not extensively fol lowed 
even by these groups. Cattle breeding has a specia! significance for the native 
population in that it is considered a means of safe investment, which at any time 
can be converted into cash. 


In 1987 livestock consisted of 671,362 horses, 4,413,000 oxen, and 3,197,354 
buffaloes - a total of 8,281,716 animals. The livestock is unequally distributed 
over the Islands; Java, Madoera, 8ali, and Lombok, the most densely populated islands 
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of the Indies, have 75 percent of all the livestock, while Sumatra, Celebes, Borneo, 
and al! the other sparsely populated regions produce only 25 percent of the total}. 


RUBBER 


Bac kground Rubber is one of the most recent and important crops of the 
'iddle East, which includes, in order of importance, British !alaya, the Netherlands 
Indies, Ceylon, French Indochina, Thailand (Siam), Sarawak, and Burma. Prior to 
1913 Brazil was the world's leading rubber-producing country; almost al! the rubber 
came from that country, from other parts of Latin America, and from Africa. This was 
in the form of wild rubber from an indigenous variety of trees (chiefly Hevea Brasti 
tens s,, aS distinguished from the cultivated rubber now chiefly marketed, which ts 
collected from trees carefully planted and tended. 


Meanwhile, toward the end of the first decade of this century, the modern 
motor era had arrived, and with it the mass production of rubber tires. In 1910 
world production of wild rubber - more than half of which came from Brazil - reached 
its peak of 83,000 tons. During the same year the output of plantation rubber was 
only 11,000 tons. 


The mounting industrial utilization was handicapped by a limited supply of 
available rubber, and even, as in 1910, by actual shortage. (One of the consequences 
was a sharp advance in prices. in the 1880's prices ranged from 53 cents to $1 15 
per pound: in the 1890's from 66 cents to $1.04; during 1900 to 1905 from 70 cents 
to $1.35: and the following 5 years witnessed the highest prices since the commer- 


cial utilization of rubber became widespread. The record was reached on Apri! 10 
1910. when rubber was quoted at $3.12 per pound. hen prices in subsequent years 
are considered, it is evident that Brazil, as the chief producer, enjoyed a boom 


lasting from the 1880's until the displacement of wild by plantation rubber For 
many years rubber was ®razil's second-ranking export: it was exceeded only by coffee 
and as a source of government revenue it outranked even that commodity 


Wicd versus plantation rubber. The very factors that made Brazil the chief 
beneficiary of the rubber industry. such as increasing demand, limited supply. and 
high prices, gave a tremendous impetus to the young plantaeion rubber industry. By 
1914 plantation rubber production had made such great strides that it exceeded the 
production of wild rubber from all! parts of the world. As time went on, production 
on the fiddle East plantations continued to increase by leaps and bounds, while the 
Rrazilian and other wild rubber sources became greatly depleted. In 1938 the world's 
exports of rubber were estimated at 895,000 tons. %razil's share was not more than 
15,000 tons, or |.7 percent of the total; all wild rubber sources contributed only 
27,000 tons, or 3 percent of the total export volume; and the plantation rubber of 
the East accounted for the remaining 97 percent. 


Government encouragement of plantation rubber The plantation rubber indus- 
try in the Middle East was instituted in !alaya in 1876 with the importation of seed- 
lings grown from seed of the 8razilian Hevea. The 33 seedlings received by Java in 
1882 mark the beginning of the plantation rubber industry in the Netherlands Indies 
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Experiments carried on in the next 25 years fell short of the desired results. The 
tapping methods were such that the trees yielded very little, which may account for 
the fact that as late as 1905 the total area in the Indies under Hevea was only 3,300 
acres. Only after years of experimentation, in which the government took an active 
part, were methods of cultivation improved to a point where the value of the fevea 
tree as compared with other varieties became indisputable. Once this value was 
achieved, and with the demand for rubber constantly growing, its cultivation became 
the leading plantation industry of the Indies. 


Rutber is grown in both Java and the Outer Provinces, chiefly in Sumatra. In 
Java, rubber trees are grown at an elevation of about 300 to 1,500 feet atove sea 
level - rarely lower or higher. In Sumatra, on the other hand, most of the rubber 
estates are found at a height of less than 300 feet. “he difference in elevation is 
due to the fact that large areas of the sparsely populated lowlands of Sumatra are 
still covered with primeval forest of little economic value, which can be cleared for 
extensive plantations, whereas in Java almost al] lowlands are already in use. 


Rubber production in the Netherlands Indies, as of a number of other export 
crops, is of two kinds: plantation and native. Suitable soil, good climatic condi- 
tions, and the availability of a sufficient. labor supply are some of the principal 
prerequisites of each. n the other hand, the two kinds differ considerably in a 
number of important instances; therefore, they will be treated separately here. 
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Figure 5.-A rubber estate in the Netherlands Indies. 


Plantation rubber: The European rubber plantations are laid out in the form 
of gardens, with approximately 100 trees per acre. From " to 6 years are required 
for a tree to mature, and from 8 to 10 years for it to attain maximum productivity. 
The yield depends chiefly uponthe age of the tree; and if the price of rubber’is low, 
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it is not profitable to tap it early. The plantation trees yield more rubber than 
the trees of native gardens. It has been noted that "Eight-year-old estate rubber 
would be considered to yield poorly were it to give an average of only 4 pounds per 
tree annually, while the native rubber of equal age with 375 trees per acre would 
average less than 2 pounds."*® It makes a great difference whether the tree is grown 
from selected or unselected seedlings. In the first instance the yield from a 12- 
year-old tree ranges from 9 to 30 pounds and averages about I6 pounds; in the second 
the yield from a tree between the ages of 15 to 25 years varies from 2 to more than 
30 pounds, and averages about 5 pounds. *’ 


TABLE 4. -Acreage and production of rubber in the Netherlands Indtes 
___-: 1938 with comparisons 


+ ee — 


| PLANTATION RUBBER | NATIVE RUBBER 
PLANTA {| ACREAGE YIELD ; PERCENT 
YEAR syane T" pen mee Propuc- | J, | PRopuc / | ok 
| PLANTED , BEARING TION TION 
| | ACRE | TOTAL 
fa ea : >: I 000 : I,000 : Million : > Million : 
Average : Numbers : acres +: acres : pounds : Pounds : pounds : Percent 

1921 1925 . 849 °- 957 : 638: 181 : 284 : 88: 32.7 

1926 1930 ..: 1.025 : 1,274 : 862 - 313 : 363 + 206 - 39 6 
1931 1,071 : 1.438 : 944 : 365 =: 387 : 195 : 34 8 
1932 - 1.072 : 1.439 : 980 : 332 : 339 : 135: 390.0 
1933 : 1.144 : 1.465 : 1,072 : 377: 352 : 256 : 40 4 
1934 1.186 : 1.486 : 1,230 : 422 : 343 + 410 : 49 2 
1935 . lw *. bee 1,282 : 341 : 266 : 319 : 48 3 
Average: : ; ) , 

1931 1935 :' baw 4 1,459 :; 1.101 : 367 : 336 : 263 : 41 7 
1936 1.190 1.473 : 1,328 : 356 : 268 : 334 ° 48 4 
1937 . 1,197 : 1,467 : 1,321 : 540 : 409 : 460 : 46 0 
1938 1,202 : 1,472 : 1,308 : 386 : 295 : 323 : 45 5 
Average : : ; : : : 

1936 1938 ..: 1,196 : 1,471 : 1,319 : 427 : 324 : 371 : 46.4 


Compiled from official sources 


The Government of the Netherlands Indies first planted rubber on its estates 
in 1900, and private planters after 1905. Cnce started, expansion proceeded uninter- 
ruptedly, even when prices were low, though at such times new acreage would be added 
more slowly. In 1906 the area planted amounted to 31,000 acres; 4 years later the 
figure had increased to 258,000 acres. By I914 the acreage had reached 591,000 acres, 
and another 280,000 acres were added by 1920. Table ' shows the progress since then 
in terms of both planted and bearing acreage. ‘xpanaion was still rapid during the 
1920's, but the all-time low prices of the early 1930's made further addition of new 
land unprofitable. In 1932 and 1933 rubber sold for as little as 3 cents a pound. 
76 eavier. ¥. Ai, ond Stephens, John, Native Rubber in the Dutch Fast Indies, report to the 
Rubber Growers Association. London, 1929, p. 6. 

37 Ree George. "The Statistics of the Rubber Industry," Journ. of the Royal Statis. Soc 


v Ci. part It. 1938, p. 329. 
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The restriction scheme to which the Netherlands Indies became a party in 1934 pre- 
vented expansion even if prices should recover. That there are ample land reserves 
to increase planting if necessary is illustrated by the fact that in 1938 the area 
controlled by the rubber plantations was around 4 million acres, with only 1,471,000 
acres actually planted. 


Since planting on a large scale began only after 1905, production did not in- 
crease significantly till 1913. In that year output amounted to 15 million pounds; 
in 1915 it jumped to 44 million pounds. ‘The four 5-year averages and the data for 
1930-1938 (table 4%) show how rapidly production mounted. The output in 1931-1935, 
estimated at 367 million pounds, was almost 3 times that of 1916-1920. In 1936-1938 
production of plantation rubber in the Netherlands Indies attained a volume of 427 
million pounds, The bearing acreage has remained unchanged since !936 as a conse- 
quence of the restriction measures. 


Production increased not only because of the expansion in bearing acreage, but 
also because of the increase in yield per acre, particularly through the 1920's. ‘This 
may be attributed to the fact that science has determined the development of planta- 
tion rubber since its inception. This distinguishes it from the wild rubber industry. 
Of the reckless, haphazard, "get-rich-quick" schemes characterizing rubber procuction 
in 8razil and Africa, there is hardly a trace in the Netherlands Indies. asic scien- 
tific work first undertaken by the government has been carried on ever since, concen- 
trated in the fields of selection of seeds, bud-grafting, soi! conservation, and 
fertilizing. 


In 1938 there were 1,196 plantations engaged in rubber growing. Of these, 
690, or 58 percent, cultivated rubber exclusively; 258 plantations, or 2! percent oi 
the total, grew principally rubber and smal! volumes of coffee and tea. On the re- 
maining plantations the importance of rubber as a crop is not so great; it competes 
with a number of other crops. Altogether in the years 1934-1938 rubber plantations 
planted an annual average of 368,000 acres to crops other than rubber. 


TABLE 5.-Investments in the Netherlands Indies rubber industry by countries, 
1925 and 1929 


CAPITAL INVESTED 


bo me 


COUNTRY PERCENTAGE {PERCENTAGE 
Y 2085 OF TOTAL ago? i OF TOTAL 
~ Militon : > Mtllion 
dollars : Percent : dollars : Percent 
Netherlands .cccccccccccccccccccccccccces 68 : 35.5 : 117 : 46,2 
GE PEE Vo cceccuccecccecbesevecenet 78 : 40.6 : 78 : 30.8 
France and Belgium ........eeeeescececee® 21 : 11.0 : a7 : 10.7 
United States ....-+++6--, Soeestanteeeeeese oar 11 5.7 : 21 : 3.3 
Germany, Scandinavia, and Switzerland ..: 7 3.6 5 2.0 
Japan ceceecccecceseaderessececcceeeceees | 7 : 3.6 Pee ee 
DEE, cose deectesceseveeecsseocececoesal® 192 100 0 


.O : 253 ;* “2 


Grundlagen und Entwicklungsrichtung der landwirtschaftlichen Frzeugung in Niederlandtsch- 
Indien, W. K. G. Gretzer, Berlin, 1939. 
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The building up of the plantation rubber industry called for a large capital 
investment; the demand for rubber was so great, however, and profits so considerable 
that capita! was attracted without difficulty. It came from a variety of sources, 
which explains the international character of this large-scale agricultural enter- 
prise In 1913 investments were estimated at 104 million dollars, increasing to 192 
million in 1925 and to 253 million in 1929. 


Table 5 shows the composition of the investments for the years 1925 and 1929. 
The share of Dutch and American capital has increased in both volume and percentage 
of total capital invested. On the other hand, the share of British, German. and 
Japanese capital has declined. On the whole, Dutch and 8ritish capital dominate the 
industry. tn 1929 Dutch capital accounted for 46.4 percent of the total and Pritish 
for 0.7 percent. Data concerning the distribution of plantations by nationalities 
Show that at the end of 1936 Americans had a total of 133,000 acres of rubber. or 
7.5 percent of the total. 


Native ~ubber. Encouraged by the success of the European-owned plantations, 
the natives started planting the Hevea variety, chiefly in Sumatra and Borneo. ‘The 
furopeans were the first to develop the industry, and by planting a much larger area 
made a more advantageous use of the first peak period than did the native growers: 
but the native industry was not slow in catching up. As in the case of the planta- 
tions, the periods of greatest development coincided with those of highest prices. 


Mative rubber holdings, unlike European rubber plantations, are, with few ex- 
ceptions, very small in size ‘Some natives plant not more than a few dozen trees. 
Reliable data concerning the native area planted in the Outer Provinces were obtatned 
for the first time in 1936, when a census was taken of the rubber trees. The survey 
revealed a total of 788,438 holdings with a planted area of 1,683,000 acres. or 
slightly over 2 acres per holding. The area in production was estimated at 1,555,000 
acres, which ts over 200,000 acres larger than the production area of the rubber 
plantations From a qualitative point of view the native tappable area is infer'or to 
that of the plantations. ‘Thus only 65,000 acres, or 4.3 percent of the entire acre- 
age are classified as "good" areas; 276,000 acres (17.8 percent) as "fairly good": 
627.000 acres (0.3 percent) as "mediocre": 334.000 acres (21.5 percent) as "poor": 
and 251,000 acres (16.1 percent) as "neglected" areas. 


Despite the greatly varied quality of the native planted area, its total out- 
put is almost as great as that of the plantations - largely because the natives plant 
more than 3 times as many trees per acre (350) as do the former. In 1921 native pro- 
duction amounted to only 6,000 tons. or 8.8 percent of the total; but in subsequent 
years the rise was so rapid that in 1921-1925 native production averaged 40,118 tons, 
or 32.7 percent of al] the rubber produced in the Netherlands Indies. The increase 
since then has been so rapid that at present native rubber accounts for nearly half 
of the total rubber production (see table 4). 


Native rubber has become a strong competitor of plantation rubber: it has even 
been suggested that it may ultimately become the dominant element in the industry. 
The explanation lies in some of the features peculiar to native rubber cultivation. 
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In the Cuter Provinces rubber is a leading cash crop; the natives depend on it 
to pay taxes and to buy the articles they cannot produce themselves - hence the comn- 
pelling reasons for expansion. Production of rubber in its present marketable form 
is well adapted to native cultivation. Having planted the seed, the native pays lit- 
tle attention to the trees until they reach the age. of tapping. 


Also noteworthy is the unstinting government aid in the development of native 
rubber production. In fact, the natives have received without expense the benefits 
of long years of rubber experimentation carried on by the government as wel! as by 
the European plantations. They have been aided by distribution of selected seeds. 
by schools for tappers opened in some of the principal rubber districts, and ina 
number of other ways. ‘The net result has been an increase in yield and in quality. 


The effect of high prices has already been mentioned, but even !ow prices are 
not always a barrier against native plantings; certainly jess than in the case of the 
European plantations. The following statement in this connection is significant: °° 


"The market price of native rubber is neariy ail profic. as there are no 
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high overhead expenses The European plantations must engage high saiariea pe: 

sonnei expensive laboratories must be maintained, large staffs of Directors 

in Europe and other countries are paid high salaries, the white personnel on the 

estates must be housed and cared for according to the European standard of iiv 

ing, and stock -hoiders must be paid dividends. None of these items appear in the 
e Production of native rubber." 
: "hile the European rubber plantations are more economically exploited, the 

natives are ina much better position to tap the trees when prices prevail which would 

spel! loss for the plantations; for the same reason they are able toexpand production, 
$ almost to the point of overtaking the plantation industry. ‘his also explains why 
} the native producers object strenuously to any scheme of restricting output. 
i Rubber growing is of great economic benefit to natives engaged in the indus- 
5 try. During the period of high prices rubber brought to many natives considera”'e 
5 wealth. Although this was not always utilized in a purposeful manner, yet in its 
4 wake came better housing, clothing, equipment, and means of communication. ‘he de- 


cline in prices affected them less severely than it did the plantation owners; the 
natives still had most of their food crop to fal! back on. Cn the other hand, to. 
those natives who neglected their food crops in the years of high prices, acjustments 
following the price decline were of a more serious nature. !foreover, in periods of 
low prices the natives take little interest in proper majntenance ot the trees. 


OTHER COMMERCIAL CROPS 
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Sugar Sugarcane is one of the oldest, best known, and, until comparatively 
recently, most important export crops of the Netherlands Indies. Its production has 
had a profound effect on the economic development of Java, where the industry is 
concentrated. In 1929 capital invested in the sugar industry amounted to 318 miltion 
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-* Foote, Walter A., American consul at Medan, in a report entitled ‘Agricultural Industries 
of North Sumatra." Sept. 14. 1929. p. 21 
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dollars, or 38 percent of the total invested in all export crops. In 1920, when 
Sugar prices were the highest on record, exports represented 50 percent of the value 
of all Netherlands Indies exports; in 1928, with prices considerably reduced, the 
share was still 24 percent of the total. Native wages and rental from the industry 
in the 1920's constituted about 9 percent of the total income of Java's population. °° 
Progress was not so sensationa! as that of rubber, but in the course of less than a 
century (1840-1928) production was increased from about 47,000 tons to approximately 
3 million tons, and the Islands became second only to Cuba as a producer of sugarcane. 


Vith a few unimportant exceptions, sugarcane in Java is grown entirely on ir- 


rigated land leased from the natives, in the central and eastern districts of the 
island. Each crop is planted in rotation with other crops in such a way that the 
San ground is occupied by the cane once every 3 years. ‘The area of an estate, 


therefore. is at lease 3 times larger than the planted acreage in a given year. Cane 
's planted from April to the end of July and is harvested the following year from May 
to Cctober. the average age at harvest being about 13 or !4 months. ‘The land is usu- 
ally fertilized with sulphate of ammonia. As a result of research at the experiment 

ation at Pasoeroean, a type of cane known as P.0.J. 2878 was evolved that produces 
a higher yielc and is immune to practically al! cane diseases. 


TABLE 6.--Acreage and production of sugar in the Netherlands Indies. 


average 192i 1925; 1930--1938 ane 
7 ’ i PRODUCTION pra ees 
YEAR PLANTATIONS ACREAGE CRUSHED CANE RAW SUGAR 
| i FOTaE * ou akan = ane 
a - 1,000 : 1,000 T.000 
Yumbers acre ton Tons tons Tons 
Average 
1921 1925 : 210 410 2,049 5.0 
1930 195 489 28,422 58.1 3,214 6.6 
1931 194 496 29,066 58.6 3,056 6.2 
1932 180 410 24,658 60.1 2,822 69 
19353 122 208 12,690 61.0 1,513 73 
1934 70 84 5, 658 67.4 701 8.3 
1935 46 68 4,526 66.6 562 8 3 
1936 47 88 5, 206 59 2 633 7.2 
1937 98 209 13,320 63.7 1,521 73 
1938 . 99 210 13,090 62.3 1,516 7:2 
In:Lude: small quantities of purchased cane 


Compiled from official sources 


Sugarcane acreage expanded during the nineteenth century, but it was only 
after the economic reforms of 1870, when government cultivation ceased and the indus- 
try reverted to private hands, that the major development occurred. Petween 1840 and 
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American Consul at Soerabaja, in a report entitled "The Sugar Industry 
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1870 acreage increased from 78,000 to 95,000 acres; in the next 30 years it more than 
doubled; and at the end of the third decade of the present century it had almost 
reached the half-million mark. In 1930, 3 years before the sugar industry of Java 
was wrecked almost beyond repair, there were 195 plantations cultivating 489,000 
acres, or an average of 2,500 acres per plantation. Thus even at the industry's peak 
of prosperity acreage represented only 2 percent of the total cultivated area of Java 
and Madoera and only 6 percent of that of the irrigated rice fields. In most sugar- 
producing countries growing of cane and manufacture of sugar are under separate con- 
trol, Java, however, is an exception, since the natives are not able to maintain the 
highly scientific standards of cultivation required by the Dutch. Only 16 of the 195 
plantations had no sugar mills of their own. 


Production in Java during 1900-1930 almost trebled, and acreage more than 
doubled (see tabie 6). The explanation lies in the remarkable increase in yield and 
inprovement in quality, resulting in a higher percentage of sugar. in 1895 yield pei 
acre was 3.3 tons; in 1921-1925 it averaged 5 tons; and in 1934-1938 7.9 tons. Thus 
during a period of 18 years the yield increased by 54 percent. On the whole, prior 
to the recent depression Java produced approximately 15 percent of the worid cane 
Output and from 10 to 12 percent of the world cane and beet production. 


Tobac.o The Netherlands Indies has for many years ranked amang the leading 
tobacco-producing and -exporting countries of the world. As a producer, it :anks 
after the United States, India, China, and Soviet Russia. As an exporter the Isiands 
are outstripped only by the United States. During the years before and immediately 
atter the Morid ar, more than half the total output was exported. tn recent years 
the volume has been reduced to about 40 percent. 


Tobacco cultivation in the Netherlands Indies is famous for the high qual ity 
of certain types of piantation tobacco. perhaps the finest in the world. The 
history of the tobacco plantations is long and complicated, but it may be stated that 
their real development began only in the second half of the nineteenth century. The 
large estates are concentrated in the ‘Yorstenlianden and Besoeki districts of Java 
and in Deli on the east coast of Sumatra. In Sumatra tobacco cultivation reached its 
highest development. A review of its principal features applies to a large extent 
to estate tobacco throughout the fast Indies, at the same time typifying the differ- 
ences between native and plantation cultivation. 


According to a study of tobacco production and consumption in the Indies: *° 


"There are probably few places inthe world suited for producing ieaf wich 
characteristics and quaiity similar to Sumatra wrapper, and there are few places 
where greater care and scientific research is followed in tobacco growsng Pro 
duction has always been in the hands of a few iarge weii-finamed « ompanies 


which have employed highly trained production managers In addition une om 
panies have maintained a research organization and experiment stavion whicn sa" ce 
the entire district The companies also maintain overhead associations one 


in the Netheriands and one in Sumatra, which devote their entire time to economia 
investigations and give advice regarding production costs, iabor supply market 
output and probable demand for various qualities of the lear." 


be Gibbs, J. Barnard, "Tobacco Production and Consumption in the Netherlands Indies " U 8 
Dept Agr Office of Foreign Agricultural Relations. F S 81, Mar. 1940, p 11 
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In 1938 there were 87 tobacco plantations in the Netherlands Indies, of which 
"7 were in Sumatra and the remainder in Java. The number of plantations is not syn- 
onymous with the number of owners. !n Sumatra, for instance, 7 companies control the 
'7 estates; of these, + companies contro! about 95 percent of the total output. In 
Java all the plantations are controlled by 8 companies, of which 2 produce about 
two-thirds of the crop. The total acreage of tobacco grown by the separate companies 
ranges from 200 acres by the smallest to more than 15,000 acres. Some companies grow 
rubber or other plantation crops, but as a rule tobacco is the major Crop. 


in Sumatra only one-eighth of an estate is cultivated at a time. After a to- 
bacco and a rice crop, that follows immediately, are harvested, the land is usually 
allowed to grow back to jungle and is not used for 7 years, adding greatly to the 
quality of the leaf. ‘The land of the tobacco plantations in Java is cultivated once 
in 2 or 3 years. 


The harvested area of plantation tobacco in the Netherlands Indies increased 
from 109,000 acres in 1920 to 134,000 acres in 1931, hut since that time planters’ 
associations have reduced acreage in order to maintain prices. As a result the 
average acreage during 1935-1938 was only 97,000 acres and production 80 million 
pounds. Sumatra production accounts for only slightly more than a third of the total 
produced by plantations, but it is the most valuable fast Indian tobacco in inter- 
national trade. 


TABLE 7.--Acreage, production. and yield of plantation tobacco 
in the Netherlands Indies, 1938 with comparisons. 


ore oom 1s JAVA AND MADOERA EAST COAST OF SUMATRA TOTAL NETHER 
HAR | YIELD HAR YIELD LANDS INDIES 
teas VESTED | PER re VESTED PER sans PROD UC 
peepee | nese TION alii | pee | TION ACREAGE | J1o, 
7 ‘ —s | T 000 + oe 1,000 
Acres Pounds : pounds : Acres Pounds: pounds : Acres pounds 
Average : ; . 
1920 1924 : 70,362 : 677 + 47,663 : 40,787: 803 : 32,768 -111,149 + 80,432 
1925 -1929 : 69,153 : 912: 63,036: 49,047 : 875 : 42,938 : 118,200 -105,974 
1930 1934 : 73,082 : 800 : 58,460 : 39,379 : 864 : 34,004 :112,461 : 92,464 
1935 ...... 58,538 : 851 : 49,828 : 28,461: 1,001: 28,490: 86,999: 78,318 
1936 64, 266 : 790: 50,780 : 30,677 : 985 : 30,229: 94,943 : 81,009 
1937 72,566 : 746: 54,119: 32,155: 970 : 31,202 :104,721 : 85,321 
1938 71,187 : 646 : 46,000 : 32,686 : 918 : 30,000 : 103,873 : 76,000 
Averaye: : : : 
1935-1938 : 66,639 : 758 : 50,176: 30,994 : 967 : 29,980: 97,634 : 80,162 
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Compiled from data of the Agricultural Statistics Section of the Central 
of the Netherlands Indies. 


Bureau of Statistics 


Exports of tobacco from the Metherlands Indies consist chiefly of leaf, ex- 
ports of tobacco products amounting to less than a million pounds during the 5 years 
Since 1909 exports have ranged from a minimum of 99 to a maximum of 302 


ended 1938. 
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million pounds. In 1925 exports exceeded 200 million pounds, but the trend has 
Since been reversed, and for the 5 years 1934-1938 an annual average of only 106 
million pounds was exported. The value of al! tobacco exports has declined with the 
reduction in volume and prices. in 1927 all native and estate tobacco exports, 
amounting to 116 million pounds, were valued at 46 million dollars (ii4 million 
guilders), whereas in 1938 the value of the export volume of 104 million pounds was 
only 21 million dollars (39 million guilders). The relative position of the tobacco 
exports in the total value of principal export crops has not changed: in 1927 and 
1939 tobacco exports accounted for 9 percent of the total. (Cn the other hand, to- 
bacco fell to fifth place from its position as the third most important export crop. 


Native tobacco is grown on the dry land of the hilly and mountainous countiy 
or as a secondary crop on the irrigated rice fields. In recent years about "0 per- 
cent of the crop has been produced on irrigated land. ‘Some dry land of good quality 
can be cropped for 2 successive years, but as a general rule it must be ailowed to 
rest after each year in which a crop of corn and a crop of tobacco have been pro- 
duced. In the irrigated rice fields tobacco is grown as a secondary crop once every 
2 or 3 years at most. 


Total area and production of native tobacco in Java during the 5 years 1933- 
1937 are estimated to have averaged 359,000 acres and 159 million pounds annually. 
Most of the output consists of kerf,or tobacco that is shredded in the process of 
curing. About 75 percent of the total output is consumed domestically, and the re- 
nainder exported. Yields are rather !ow compared with those of the !arge ptantations. 
The natives take great care in cultivating their crop, but they are backward in use 
of the scientific methods employed by the estates, with the result that while native 
tobacco yields about "50 pounds per acre, estate tobacco yields from 1,000 to 1,500 
pounds. 


Coffee: tate in the seventeenth century coffee was already cultivated exten- 
sively; during the nineteenth century its cultivation was a government monopoly, 
forming one of the pillars supporting the structure of the "culture system." "early 
90 percent of all the coffee produced in the Netherlands Indies ts of the Rohus a 
variety, which combines high productivity with resistance to leaf disease. [ast Java, 
Sumatra, and to a smaller degree Celebes are the principal producing :egions. The 
hot and humid climate and the highly fertile soil of volcanic origin are wel! suited 
to the crop. Coffee grows best on properly drained ltand and requires a great dea! of 
water. It is estimated that the requisite amount of rain is not less than 70 inches. 


Coffee is cultivated by Suropeans and by natives, tut for many years the latter 
have been producing more than half the crop. The acreage under native coffee is not 
known; the coffee area of the plantations has remained almost stationary in the past 
two decades. Total coffee production during 1929-1938 amounted to a minimum of 135 
million pounds in 1930 and a maximum of 292 million pounds in 1932, and average annual 
production in 1929-1933 and 1934-1938 was 252 and 259 million pounds, respectively. 


Coffee cultivation is stil! important in the agricultural economy of the fast 
Indies; it ranks with the 7 most important crops, exceeded in importance by rubber, 
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tea, sugar, palm oi! products, tobacco, and coconut products. Little remains, how- 
ever, of its former preeminence, and the prospects for future development are not 
encouraging. Just as rubber cultivation in the Netherlands Indies and other regions 
of the Middle East supplanted 8razilian rubber, in the same manner 8razilian coffee 
has relegated coffee productionin the !tiddle East into a relatively obscure position. 


Tea. Tea has been cultivased in the Netherlands Indies for more than a cen- 
tury. At present the Islands are the third largest producer and exporter of tea. 
Three-fourths of the crop is planted in Java and the remainder on the east coast of 
Sumatra. Plantations are found at heights of from 2,000 to 6,500 feet above sea leve] 
in regions where rainfall is plentiful and evenly distributed throughout the year. 
The number of bushes per acre ranges from 2,300 to 3,000. After the third or fourth 
year picking may begin; the economic life of a tea bush is normally 50 years. 


Chinese varieties that predominated earlier have gradually been replaced by 
the Assam tea shrub, importec in 1873. This type yields a larger output and has won 
great popularity in the chief importing countries. Application of fertilizers, 
planting of legumes for green manuring, intensive earth tilling, and careful selec- 
tion of planting materia! have al! contributed to improvement of the crop. 


Tea is essentially a plantationcrop, although a considerable acreage has been 
planted by natives. In 1938, 337 plantations had in production an average of about 
1,000 acres, yielding a total of I%9 million pounds (see table 8). In the same year 
the natives harvested 162,000 acres. ‘igures on native output are not available, but 
it is known that native tea accounts for approximately one-fifth of the total volume 
exported from the Netherlands Indies. In the past decade tea production ranged from 
157 to 179 million pounds, and exports from I#2 to 174% million. 


TABLE 8. -Acreage, production, and exports of tea in the Netherlands Indies, 


— 1929-1938 
PLANTATION TEA 
ACREAGE TOTAL 
YEAR PLANTA IN PRODUC iain PRODUC - EXPORTS 
TIONS PLANTED PRODUC TION — TION 
TION 
1,000 : 1,000 : Million : Million : Million : Million 
Numbers + acres : acres : pounds : pounds : pounds : pounds 
1929 .: 316 : 298 : 241 : 132 : 35 : 167 : 158 
1930 . : 323 : 314 : 257 : 125 : 33 : 158 : 159 
1931 ..: 326 : 315 : 276 : 144 : 35 : 179 : 173 
1932 ..: 325 : 335 : 298 : 151 : 29 : 180 : 174 
1933 ..: 334 : 341 : 316 : 138 27 165 : 158 
1934: 336 : 341 : 325 : 130 27 157 : 142 
1935 : 334 : 341 : 334 ; 128 29 157 : 145 
1936 332 : 343 : 337 ® 137 29 166 : 153 
1937 ..: 9335 > =. 8.43 ; a7 : 1386 28 164 : 147 
1938 ..: 337 : 342 : 338 : 149 30 179 : 158 


Compiled from official sources. 
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Figure 6.-First improved cinchona trees imported into Java 75 years ago stand 
behind the manager of this government plantation. In foreground are 2-year-old 
Plants; in background, 77-year-old trees soon to be dug up and stripped of bark 
and roots. (Courtesy Life Magazine.) 


Cinchona: Nearly 90 percent of the world's supply of cinchona bark, from 
which quinine is extracted, is produced in the Netherlands Indies. Among the coun- 
try's chief export crops it occupies a relatively minor* position; in the past decade 
it accounted for only 2 to 3 percent of the tota! value of exported crops. Its impor- 
tance, however, cannot be measured in such terms; for obvious medicinal reasons cin- 
chona has great significanceynot only for the region where it is grown but for the 
world at large. 


Cinchona originated in South America, and until about 1880 Colombia, Ecuador, 
Peru, and Bolivia furnished most of the bark entering the world market; however, 
their supply was uncertain and soon became almost exhausted. In thecmiddle of the 
nineteenth century, the British and Dutch governments decided to cultivate cinchona 
in their colonies. The first seeds and plants were brought to Java in 1854, and for 
about 20 years the government was the only producer. Private enterprise saw little 
future in large-scale production of cinchona bark of low quinine content and under- 
took production only when the government plantations succeeded in improving the qual- 
ity of the bark. 


550 Foreign Agriculture 


| ad ed 


Figure 7.-Cinchona bark being stripped from the tree and dried by placing in wooden 
trays exposed to the sun. (Courtesy Life Magazine.) 


Ninety percent of cinchona cultivation is concentrated in Java, particularly 
in the mountains of western Java. It thrives best in alkaline soils; of great im- 
portance to the crop are improved seed material, proper manuring, and aids in re- 
sistance to diseases. The number of trees per acre ranges from 1,000 to 1,290. “he 
bark of a tree from 4to5 years old is richest in quinine. The life of the cinchona 
is from 15 to 29 years. The total annual area in production during the past decade 
averaged 38,090 acres, anc the number of plantations 116, or 327 acres per plantation. 
Production of dry bark varied from 17 to 25 million pounds, yield per acre from 't25 
to 684 pounds, and exports from !3 to 2'! million pounds. 


In addition to private plantation production, there is also one government- 
owned and operated plantation with an annual output of | to 2 million pounds. The 
quinine equivalent of the total! bark exported in 1933 amounted to !,473,000 pounds. 


Coconuts: “he Netherlands Indies is the world's largest producer of coconuts. 
Among the crops of the Islands the coconut plays an important role as both a food 
Crop and an export product when converted into copra (the dried meat of the nut) and 
oil. Accurate information on coconut consumption is not available; estimates vary 
from 23 to ? coconuts per person annually. In 1938 coconuts were the fourth most 
important export crop of the “ast Indies. 


“he coco palm grows throughout the Islands, but generally thrives best in low 
sections of well-drained soil in a climate where periods of drought are not pro- 
longed. “he life of a palm is approximately 100 years. Under normal circumstances 
the palm bears its first fruit in the seventh or eighth year and reaches full pro- 
ductivity in 10 to 15 years. Its cultivation requires no special) effort, nor does 
the production of copra, which is dried in the sun, over fires, or in drying sheds. 
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Figure 8.-Drying of copra. 


There are many coconut plantations under “uropean management, but more than 
95 percent of the crop is planted Ly natives. In 1938 the Metherlands Indies had 
665 plantations, with a tearing area of 97,000 acres. The production in terms of 
copra amounted to 33,909 tons. Since native coconut holdings are scattered all over 
the Islands, and an enormous quantity is consumed on the farms, estimates of native 
production can be merely approximations. According to one source, native production 
in terms of copra amounted in 1936 to 1,155,000 tons, ** equivalent to ',343,090 co- 
Conuts, or approximately 67 coconuts per person. 


Exports of coconut products from the Netherlands Indies were of little impor- 
tance prior to the ‘lorld “ar, but they have increased enormously in subsequent years. 
The Netherlands Indies ranks next to the Philippines as an exporter, representing 
atout 28 percent of the world export trade. In 1938 the !slands exported 659,000 
tons ‘in terms of copra), compared with 740,900 tons from the Philippines. Prac- 
tically the entire volume is shipped to the Netherlands and to central European 


countries. 


Palm oil: Palm oil production is a relatively young but fast-growing planta- 
tion industry. The principal producing region is the east coast of Sumatra. The 
first plantation was laid out in 191" anc the first crop harvested in 1919. Since 
then acreage, production, and exports have increased rapidly, even during the de- 


pression years. “he Netherlands Indies is second only to Africa as a producer of 


palm oil. 


ai Clattenburg, Albert E., American Consul at Batavia, in a report entitled "A coconut fiber 


industry for the Netherlands Indies," Apr. 8, 1938. 
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TABLE Oo -WEVOREC >, Se educt tats onl exports of palm oil in the 
: L 8 


] , 1929-1 
ACREAGE PRODUCTION EXPORTS TOTAL EXPORTS 
YEAR Bynes: IN AS PERCENTAGE 
ATIONS PRODUCTION OIL KERNELS OIL KERNELS | op woRLD TOTAL 
1,000 1 ,000 1,000 1 ,000 1,000 
Numbers acres pounds pounds pounds pounds Percent 
206 3+ ce 48 58 79,301 : 15,071: 79,094: 15,071 : 5 
ee 48 74 109,682 : 21,250 : 105,852 : 21,250 : 7 
ae 51 90 142,102 : 26,896 : 135,334 : 26,896 : 10 
ae . <6 ee 50 108 198,574 : 39,427: 187,331 : 39,427 : 11 
1933 50 124 247,253 : 50,926: 256,314: 50,926: 15 
OO ees 50 138 288,023 : 54,847 : 267,333 : 55, 265 : 16 
eee 60 154 325,474 : 67,493 : 315,678 : 67,509 : 16 
1936 61 168 386,325 : 79,669 : 379,998 : 81,133 : 17 
SOU ov cwdaes 63 173 438,918 : 92,208 : 434,073 : 91,426: 19 
1938 60 184 24 


105,900 : 


486,559 : 


104,694 : 


499,711: 


The treeis not indigenous to the 
Netherlands Indies, but was transplantec 
from Africa. In the cmrse of time it 
evolved its own characteristics, and is 
now known as the Meli type.** “he soil 
and climate of Sumatra are wel]! suited 
to the palm, which is planted in every 
section of the east coast at altitudes 


varying from 30 to 1,500 feet. Culti- 
vation in the early stages is carried 
on in a scientific manner. “he number 
of trees per acre is about 60. In gen- 


eral the first yield may be expected 
after 4 years. “he average yield per 
acre of oi! and of dry kernels ranges, 
depending on the age of the tree, from 
"50 to 2,000 pounds of oi! and from 90 
to 400 pounds of kernels. 


In Africa, where most of the palm 
oi! is produced, cultivation is largely 
Ly nat ives, tut in the Netherlands Indies 
it is almost entirely Fy “uropeans, on 
large-scale plantations with hired la- 
bor. In 1938 there were 60 p!antations 
that had in bearing 134,°00 acres 
(228,000 planted‘, or over 3,900 acres 
per plantation. Production of oi! a- 
mounted to 500 million pounds, and of 
Figure 9.-Cutting away the leaves of an oil pala. kernels 106 miliion pounds. In the cri- 

sis years prices fel! sharply; in 1934, 
for instance, they were only one-fifth of those of 1929. OSuring the years 1929-1933, 
however, planted acreage increased ty 55 percent, and acreage in production more than 


#2 the Netherlands Indies, Department of Economic Affairs, Batavia, Java, Aug. 1939, p. 20. 
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trebled. This expansion was due to the fact that the industry was still in a position 
to yield a profit and that world demand for palm oil was still increasing. The 
share of the Netherlands Indies in world exports of these products increased during 
1929-1938 from 5 to 24 percent. The United States is the leading consumer of Sumatra 
palm oil products, taking in 1938 over 50 percent of the total exported volume. 


Kapok: Kapok is a fiber obtained from the seed pods of the kapok tree. It 
has a cotton-like floss and is used largely in upholstery, mattresses, pillows, life 
preservers, etc. From an economic viewpoint it is the most important fiber produced 
in the Netherlands Indies. The central and eastern sections of Java are the Chief 
producing regions, where conditions for its growth, such as fertile, well-percolat- 
ing soil and a marked dry season, are favorable. 


Approximately 90 percent of the total output is produced by natives and the 
other 10 percent by European plantations, where it is usually interplanted with cof- 
fee and cacao. The total output of seed kapok fiber in 1938 was estimated at 25,000 
tons. Exports of fiber alone accounted for 64 percent of world kapok exports. The 
United States is the principal purchaser, taking half of the total exports in 1939. 


EFFECT ON THE ISLANDS OF THE WORLD DEPRESSION 
SITUATION BEFORE THE DEPRESSION 


The rise of prosperity: For many years until the late 1920's the Netherlands 
Indies enjoyed continued economic progress. ‘here were, of course, setbacks, such 
as that after the “forld “ar; but they were of short duration, and the Islands emerged 
well prepared to take advantage of any improvement in the demand for their exports. 
Higher prices, the ever-increasing demand for tropical products, the availability of 
extensive fertile regions in the Outer Provinces, and the mineral! wealth for which 
there has always been a ready market made possible a steady advance until! the early 
1920's. The rapidity of this advance is illustrated by the trade figures in table 10. 
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TABLE 10.—Foreign trade of the Netherlands Indies, 1938 with comparisons 
: YEAR IMPORTS EXPORTS TOTAL 
} Million guilders : Million guilders : Million gutlders 
E oe ot 176.0 : 230.2 : 406 2 
; GS od e's nate’ 196 2 : 292.1 488.3 
| 463.7 : 671.4 1,135 1 
; Se 3 1,225.0 2,228.1 3,453.1 
’ SE oss a ean 3 839.5 1,801.5 2,641.0 
1927 rmig : 902.2 1,644.4 2,546.6 
I es 1,003 4 1,580.4 2,583.8 
ET ts:-h a. 1,108 2 1,446.4 2,554.6 
1930 : 888.0 1,160.0 2,048 0 
19091 .. 592.5 749.4 1,341.9 
a 384.1 543.7 927.8 
SD 6-4 « sete 329.4 470.3 799.7 
nics 5 se ses bie 291.0 489.4 780.4 
ER 277.6 447.4 725.0 
a a 286.8 590.1 876.9 
er : 498.3 992.2 1,490.5 
SN Pi ha de'sr4's 3 485.9 689.0 1,174.9 


Compiled from official sources. 
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The high prices of a number of important products in 1920 account for the 
record value of exports in that year. B8ut even excluding 1920, the rapid course of 
development stil] remains obvious. The figures show that between 1900-1928 the value 
of exports rose from 230 million to 1,580 million guilders, or sixfold; during the 


same period imports increased from 176 to 1,000 million guilders, or fivefold. 


The fact that the economic strength of the Netherlands !ndies depended chiefly 
upon exports was also its source of weakness. The following figures showing the 
share of the output of some of the most important commodities used domestically and 
exported illustrate the great dependence of the Archipelago upon exports: *® 


DOMESTIC CONSUMPTION EXP ORTS 
Percent Percent 
eee ss ag ‘she — ; «ee - 100 
Gasoline . , : , 6-10 90-94 
Kerosene ... on ee i ‘ ; ; 20-40 60-80 
Rubber . othe : ce ' Pens - 100 
Tea F ase ca Ria ldts Satedtees : , 10 90 
Sugar eo : 20 80 
Copra 30 70 
Coffee . 30 70 
Cinchona . * . , 12 80 
Leaf tobacco*#* ........ Ss aeons we 4 96 
The decline: Ina period of expanding world economy based on international 
division of labor and resources, the Netherlands Indies was in a position to enjoy 
its full benefits. It was likewise affected adversely when the world economy gave 


evidence of contracting, beginning with the world depression of the 1930's. The ef- 
fect on the Islands was disastrous. !t was not a matter of losing one particular 
market, or of suffering the consequences of a price decline in one commodity, as had 
occurred in the past; it was a decreasing demand for tropical products in al] mar- 
kets, accompanied by a simultaneous and enormous fal! in prices of all commodities. 
Even tin, the most lucrative of al! exports, followed the genera! dec) ine. 


The trade returns (table 10) show the ful! severity of the depression in which 
the Islands found themselves. The value of the export trade, on which their income 
and prosperity depend, dropped from 635 million dollars {1,580 million guilders) in 
1928 to 243 million (470 million guilders) in 1933, or by 70 percent. The decrease 
in volume was only I|2 percent. The decline was caused chiefly by an unprecedented 
fall in prices. Taking 1928 as 100, the index number of prices of I2 principal ex- 
port commodities stood at 3" in 1933. At the same time the decline in prices of im 
ported goods was less drastic; the index number in the same period was reduced to 51. 


THE DEPRESSION 


Causes. A number of *actors exptain the decline. ‘To begin with, there was 
overproduction, and the difficulty of dealing with it. For most of the plantation 


43 


Van Gelderen, J. , "The Recent Development of Economic Foreign Policy in the Netherlands 
East Indies." New York, 1939. p. 8 


4 
? The data given refer to high-grade estate tobacco only; of the total tobacco production 


in the Netherlands Indies, about 56 percent is retained for domestic consumption and 44 per- 
cent exported. 
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Crops, many years elapse before they reach maturity. Rutber is a case in point. A 
considerable new acreage was planted in the early 1920's,when prices were very high; 
therefore, huge crops matured just when the demand for rubber was contracting. Sec- 
ondly, changes occurred in the consumption of certain products. Another unfavorable 
factor was the emergence of bilateral] trade and the rapid growth of economic nation- 
alism, aiming at self-sufficiency irrespective of cost, ty means of all sorts of 
trade barriers, including duties, quotas, and subsidies. “he effect of this policy 
is well illustrated by the course of Javanese sugar exports in the early 1930's. 


The crisis was accentuated 
by the country's almost total lack Hee hr telnt nice Glnee een te ee 
of an invisitle foreign trade, — cenrses 
such as earnings from foreign in- 
vestments. On the contrary, a 
characteristic feature of the e- 
conomy of the Islands (‘and of most 0 
colonies’, is that a considerable 
share of the profits is drained 16 
away from them by foreign nonres- 
ident investors. The Netherlands 
Indies is therefore entirely de- 
pendent on its merchandise exports 
for the maintenance of its pur- 


chasing power. To the adverse 8 
factors should be added the main- ‘ 
tenance of the gold standard,” 


which almost al] other countries 12 

droppec. Until “September 1936, 

when the guilder was depreciated, 

the government relied upon def la- 0 

tion, or reduction of production 

costs, as one of the chief means 

of insuring the competitive posi- 2 

tion of its products in foreign 

markets. This method, however, 

fell short of its aim. %espite vs 

the sacrifices such a course en- 

tailed, the export commodities of | 

the Netherlands Indies were more Se ee Oa 
1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 

expensive than similar commodities 

offered by its competitors with 

depreciated currencies. 


ee 4 
| 
} 
_ 


U.S. DEPARTMENT OF AGRICULTURE NEG 36519 BUREAU OF AGRICULTURAL ECONOMICS 


Results: The first reac- Figure 10.-Prices of principal Netherlands Indies 


tion on the part of the producers ee ew 


was not an attempt to adjust out- 
put, wherever possible, to a shrinking demand; on the contrary, every effort was made 


to meet lower prices by increasing production and lowering cost. ‘ull advantage was 
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taken of agricultural research. with the result that rubber, sugar, and other commod- 
ities were produced at unheard-of prices Greater production in the Indies and in 
other Eastern countries, however, only resulted further in accumulation of unsale- 
able stocks; and prices which it had been hoped had reached bottom fell stil] further. 


Unprofitable prices affected adversely the whole population, although not to 
the same degree. for the plantation owners it meant the end of profits; even, to 
many of them, outright losses. To great numbers of Europeans and to stil! more na- 
tive laborers it meant unemployment, with al! its attendant privations. The native 
growers of the Outer Provinces, who were chiefly responsible for the total volume of 
native exports, were better able to bear the crisis because of the smal] amount of 
capital invested in their holdings and the possibility of shifting to the growing of 
foodstuffs for their own consumption. On the other hand, in Java the position of 
many natives who were almost entirely dependent on the production of food crops only 
became especially serious. 


The economic crisis was reflected inthe state of public finance of the Nether- 
lands Indies. During the period 1929-1933 revenue declined by "6 and expenditures 


by 39 percent. Since the drastic retrenchment by the government was sufficient to 
make up for declining receipts, the deficits were covered by yearly increases in pub- 
lic debt, which rose by half a billion guilders between 1929 and 1933. 


RECONSTRUCTION 


SHIFT IN POLICY 


Under the impact of these developments, which threatened the entire economic 
structure with disintegration. the government was compelled to discard its 60-year - 
old poticy of free trade and the “open door " The significance of the shift from 
\41s922 farre that helped to make the Netherlands Indies an economic center of inter- 
national importance cannot be overestimated: it marked the end of an epoch for the 
Islands The year 1933 witnessed the beginning and the following years the consum- 
mation of a policy of extreme protectionism and government intervention in every as- 
pect of the country's economic life. 


In order to maintain this policy the government tried every possible weapon 
in the arsenal of commercial] and industrial warfare. festriction of output of some 
commodities and encouragement of output of others; import quotas; licensing systems; 
regulated state trading and barter deals; special clearing agreements with Germany, 
Italy, and Spain; international agreements on a number of products; devaluation of 
currency to stimulate export trade; imperial preference schemes through tariffs and 
quotas - al! were attempted with a view to strengthening the economy of the Islands. 


CONTROL OF IMPORTS 


In 1983 the Government of the Netherlands Indies enacted the Crisis Import 
Ordinance, amended in 1935 and at present still in force. The provisions of the 
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Ordinance empower the government to control importation of any article. The purpose 
behind the measure is fourfold: first, to protect domestic industries; second, to 
favor imports from any country that may conclude a commercial! agreement with the 
Netherlands Indies, and from the principal purchasers of East Indies products; third, 
to protect the interests of the existing import and distributing agencies; and fourth, 
to safeguard and encourage the trade between the Indies and the Netherlands, which 
deciined in the early (1930's. 


Aithough the Ordinance makes no mention of it, it is generally assumed that 
the immediate cause of its enactment was Japan's invasion of the indies market, 
which began in earnest in 1931 after Japan went off the gold standard. Acting under 
the authority of the Import Ordinance, restrictions were applied to importation of 
beer. cement, rice, corn, and soybeans. In subsequent years the restrictions were 
extended to a great variety of goods. It should be noted that practically al| types 
of textiles fall within the restriction categories. Mo shipment into the country is 
permitted without a license, which the importer must secure from the Director of 
Economic Affairs. The total import volume of a certain restricted product is appor- 
tioned among established importers by the Director. 


Another and perhaps an even more outstanding example of the extent of govern- 
ment economic control is provided by the Industria! Contro! Ordinance of 1934. This 
Ordinance enabies the government to regulate industry by virtue ot its provision that 
no industrial undertaking may be founded or expanded without ofticial permission, 


CONTROL OF EXPORTS 


Rubber. Since 1934 the Netherlands Indies rubber industry has become party 
to an international agreement for the reguljation or restriction of output in order 
to optain higher prices. Earlier restriction measures embodied in the Sievenson 
Pian (1922-1928), to which the Netherlands Indies was not a party, ended in faiture. 


The avowed purpose of this Plan was to stabilize prices at a certain lieve] 
but instead it raised them sharply in some years. The artificially high prices 
stimuiated overproduction in non-Pritish areas, particularly in the Netherlands tIn- 
dies. The total world output during 1922-1927 increased from 455,000 to 684,000 
tons. two-thirds of which must be attributed to the Netherlands Indies. The share 
of British rubber in the total world output declined from 67 percent in 1922 to 53 
percent in 1927. whereas that of the East Indies increased from 26 to 40 percent. 
As long as the rubber producers of the Islands were not a party to the arrangement, 
there was no way of enforcing limitation of output and exports, the condition upon 
which the Plan was predicated. It defeated its own ends, and had to be abolished 
when it became obvious that the restriction scheme was benefiting competitors and 
doing British rubber interests more harm than good. 


Shortly after the abandonment of the Stevenson Plan a new crop of restriction 
schemes was suggested. But as in the past, the attitude of Dutch producers and the 
Netherlands Government made an international agreement impossible. As a stronghold 
of free trade the Netherlands Indies for years opposed any contro! or artificial 
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regulation of any basic commodity produced in the Indies, until the economic disaster 
of the early 1930's overtook the Archipelago. 2ut even if the rubber plantations 
could be persuaded to join the 8ritish in a restriction scheme, there remained the 
problem of the native rubber growers, who expanded their output enormously, produced 
it cheaply, and who did not see any gain inlimiting their output. Furthermore, from 
a purely administrative point of view the task of enforcing a restriction plan upon 
some three-quarters of a million natives would have been difficult; hence the reluc- 
tance on the part of the government, which had been encouraging native rubber produc- 
tion. to urge an entirely new course of action. 


These arguments were valid as long as the industry was showing a profit. [ith 
the onset of the depression, however, profits changed to losses. Even abandonment of 
lovw-production areas, reduction of European staffs and labor force, cutting of wages 
and salaries, maintenance of higher yields through better tapping practices, and 
other technical improvements in estate production, al] failed to counteract the down- 
ward plunge of prices. Average annua! prices declined from 27 cents a pound in 1929 
to 13 cents in 1930, to 6 cents in I931, and finally to an all-time low of 3 cents 
early in 1933. Under the impact of this price drop the “etherlands Government con- 
sented to join in a new international scheme for the control of the rubber output. 


The Agreement of May 7, 1934, included the governments of Srance, the United 
Kingdom. !ndia, the Netherlands, and Thailand (Siam), together responsible for 98 
percent of the total world output. he object of the plan was to regulate the pro- 
duction and exportation of rubber inorder to reduce existing stocks to a normal fig- 
ure, to adjust supply and demand, and to maintain prices at a level reasonably 


remunerative to efficient producers. 


The principal feature of the Agreement is the allocation of basic export quotas 
among the participants. "ubber shipments are prohibited unless they are accompanied 
by an official certificate of origin. A specia! tax of | penny per 100 pounds is 
collected on rubber exports. the proceeds to be devoted to research and advertising; 
planters’ stocks must not exceed 20 percent of their production during the previous 
year. or twice the monthly permissible exportable amount. Al! other stocks in the 
contracting countries are limited to 12.5 percent of the annual export quotas in 
force. New planting is prohibited, except for experimental purposes, in which case 
it cannot exceed more than one-quarter of | percent of the total planted at the time 
of the Agreement. fReplanting is permissible upon officia! authorization, but is 
limited to a maximum of 10 percent of an owner's total planted area in one contro! 
year or to a maximum of 20 percent during the life of the Agreement. 


The Agreement expired on December 31, 1988, and the Agreement of 1938-1943 was 
concluded, The objects are practically the same, although some important amendments 
have been added. The basic quotas have been revised upward. The share of the Nether- 
lands Indies in the total standard quotas was increased from an average of 38 percent 
during the first restriction period to an average of 41.5 percent in the second. One 
of the most important changes relates to new planting: whereas under the old Agree- 
ment this was virtually prohibited, under the present one new planting up to 5 per- 
cent of the present acreage is permitted between January |, 1939, and December 31, 
1940. If it is deemed advisable, the Committee may permit additional planting. 
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A comparison of the 1934 and 1938 Agreements with the Stevenson Plan reveals 
several advantages over the latter. ‘o begin with, practically al! producing areas 
are included, and the supply of the world rubber market is entirely in the hands of 
the International Committee. A concession was made to rubber manufacturers by solic- 
iting their views through the establishment of an Advisory Panel of Manufacturers. 
The price policy is elastic; it stipulates no fixed price, but expects an advance in 
price through the regulation of production and exports. The existing Agreement is 
more realistic inthe matter of setting up quotas based not on past but on future pro- 
duction. 


One of the chief difficulties of enforcing the scheme, particularly in its 
early period, was the regulation of the native rubber output inthe Metherlands indies. 
Yet to some extent the success of the Agreement depended upon it. The government at 
first decided that the total exports of native rubber in any given year of the Agree- 
ment (1934-1938) should not exceed 71.5 percent of those of plantation rubber. Sec- 
ondly, since no individual quota could be fixed for each native producer, native 
Output and exports were to be restricted by imposing an export tax, originally fixed | 
at 3 pence per pound. 


This system was not workable; the natives complained that the proport ionate 
distribution of the total basic quota favored the plantations, and that they were not 
receiving the benefit of the prevailing market price, due to the export tax. Mindful 
ot the ditficuit situation, the government instituted a number of measures to meet 
the demands of the native growers. First a census was taken of native holdings, en- 
abling the introduction of a system of individual restrictions for the native produc- 
ers beginning January |, 1937. In this way the natives were ensured the full price 
tor thei: rubber. Second - and perhaps the most important - the share of the na- 
tive quota was increased so that at present it practically equals that of the planta- 
tion share. 


From the point of view of the Netherlands Indies rubber producers, as wel] as 
of all those covered by the Agreement, developments in the industry have justified 
existence of the Agreement. The statistical history of the industry since 1934 bears 
this out. The Committee managed to keep rubber exports down to existing consumption, 
at the same time reducing world stocks. At the end of 1936 stocks amounted to 582,000 
tons, compared with 850,000 tons in 1934. The 1936 stocks were considered normal, 
sutficient to meet the industry's requirements for 5 months. In 1939 they amounted 
to 378,000 tons, or only half of the 1934 volume. This reduction was accentuated by 
an increase in world consumption. 


The purpose of the restriction scheme was to obtain a price for rubber "reas- 
onably remunerative to efficient producers." Just what the price should be was not 
stated, but in the past 5 years prices have risen considerably above the low levels 
of the early 1930's, and have been sufficient to enable the industry to operate on a 
profitable basis. In March 1937 rubber was quoted at 25 cents a pound, and the United 
States Government protested against the disregard of the consumers' interests. fub- 
ber prices, however, have not again reached the boom proportions of the middle 1920's; 
the average yearly price during 1935-1939 ranged from 13 to 19 cents a pound, or con- 
siderably below prices prevailing throughout most of the 1920's. 
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It isdifficult to determine the extent to which prices were influenced by the 
restriction scheme and to what degree they were affected by the general rise in bus- 
iness activity in the latter half of the 1930's. It is clear, however, that by re- 
ducing stocks and keeping exports and consumption in line with the policies of the 
International Rubber Regulation Committee, an advance in price was inevitable. 


Sugar. The history of the sugar industry in Java during the first three dec- 
ades of this century was one of progress and prosperity. The very opposite is true 
of the industry in the 1930's, especially during the years 1933-1936 (see table 6). 
The number of plantations was reduced from 195 in 1930 to 46 in 1935; the crop area 
from 489,000 to 68,000 acres; and production declined from 3,214,000 to only 562,000 
tons. The improvement in subsequent years was not sufficient to raise the industry 
to its former level; in 1938 Java produced not quite half the volume of sugar produced 
in 1930. In the face of expanding production and contracting markets, Java was unable 
to sel] its sugar crop even at low prices. From 1926 prices declined: from 3.1! cents 
per pound in that year to 2.6 in 1928; to 1.7 in 1930; to I.1! in 1932; and finally to 
a record low of | cent in 1934. 


Under the influence of these developments, Java was confronted with the problem 
of adjusting its productive capacity or exports to a decreased demand. ‘o achieve 
this object Java in 193! joined the Chadbourne Plan, which included Cuba, Java, 
Germany, Czechoslovakia, Poland, Hungary, and 8elgium. ‘hese countries accounted for 
about 40 percent of the world's sugar production and about 90 percent of the exports. 
The scheme aimed to raise the price of sugar by limiting production in each country 
to its current domestic requirements, plus a specified quota for exports. 


in Java the government promulgated a number of decrees to facilitate the oper- 
ation of the Chadbourne scheme. but to little avail. At the end of the first year of 
the Plan, despite lower production in the participating countries. world stocks had 
become larger, prices had fallen to lower levels, and international trade had de- 
clined. “orld production in the participating countries declined from an average of 
over 13 million tons for 1928-1929 and 1929-1930 to less than 10 million in 1931-1932. 
All this was largely offset by the nonparticipants, whose production increased from 
an average of about 17.3 million tons in 1928-1929 and 1929-1930 to over 19.5 million 
in 1931-1932. 


It became apparent that Java's reductions in acreage and production had fallen 
short of the dec!ining exports. Almost the entire crop of 1932 had to be stored. In 
view of exceptionally large stocks, the government believed it necessary to restrict 
production and exports far more stringently than was anticipated in the Agreement. 
Suggestions were even made that no sugar should be planted in 1934. These were re- 
jected. but the 1935 harvested area of 68,000 acres, output of 562,000 tons, and 
price af |! cent per pound, compared with 489,000 acres, 3,214,000 tons, and |.7 cents 
in 1930, indicate very clearly the industry's plight. The one notable achievement 
was the reduction of stocks froma peak of 2,532,000 tons in 1933 to 800,000 in 1936, 


The Chadbourne Agreement was not renewed in 1936; it was unable to prevent 
the race for sugar self-sufficiency in many countries formerly customers of the 
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participants. Yet the need of a new, more effective agreement was apparent. On 
May 7, 1937, twenty-one nations, controlling approximately 90 percent of world sugar 
production, signed a 5-year agreement known as the International Sugar Conventton. 
The principal aim was a price for Sugar that would include a reasonable profit for 
efficient producers. ‘o carry out this provision of the Convention, quotas are as- 
Signed to each country exporting to the "free markets;" production is regulated so 
that stocks shall not exceed a maximum, which has been génerally fixed at 25 percent 
of each country's annua! production; and it provides that stocks shal] not be less 
than 10 percent of the export quotas. The Netherlands was allotted an export quota 
of 1,100,000 tons, al! of which was reserved for Java. 

During the past 3 years exports from Java, by virtue of the quotas, have re- 

mained at about half the export and production capacity of the plantations prior to 
the depression. Sugar prices have reached a much higher level, so that those mills 
and plantations that have survived the crisis once again show a profit. it is clear, 
however, that the development of the world sugar industry in the past two decades has 
made it impossible for Java sugar to again attain its former place on the world mar- 
ket, or its tormer preeminent position in the economy of the Netherlands Indies. 
Tea ‘ea, like a number of other crops destined chiefly for export, did not 
escape the results of the depression. in 1932 of a total of 67 tea companies oper- 
ating in the Netherlands Indies, only I3 paid dividends. ‘orld tea production ex- 
ceeded consumption by 20 percent, and prices reached an all-time low of I! cents a 
pound. Restriction of output and control of exports in order to raise prices to a 
remunerative level came to be regarded as the only solution. 


The 5-year Agreement of 1933 was drawn up by the Netherlands Indies, India, 
and Ceylon, together accounting for 88 percent of world tea exports. The main pro- 
visions of the Agreement are: *° 


"(1) The export of tea from the producing countries should be regulated 
in orde: to restore equilibrium between supply and demand. (2) The governments 
of the respective producing countries have to make regulations to prohibit ex 
ports in excess of the quotas agreed upon. (3) The standard on which regulation 
is based shail be determined by the maximum exports of each of the countries 
reached in any of the years 1929, 1930 or 1931. (4) The percentage of the first 


resiciction year wiil be 85 per cent of the standard export. . . . (6) The ex 
isting tea areas shall not be extended during the period of the scheme, except 
in special cases Under no circumstances shall such extensions exceed 1/2 per 


cent of the present total planted tea area of each country." 


To implement this Agreement, the government in 1933 promulgated a number of 
measures embodied in the "Tea Export Ordinance," "Tea Planting Ordinance," and "Tea- 
seed Export Ordinance." In 1938, when the Agreement was renewed for another 5 
years,*® all these measures were combined in one "Tea Restriction Ordinance, 1938." 
The Director of Agriculture, Industry, and Commerce determines the standard produc- 
tion for each plantation. ‘The Government General fixes the export quota, divided 


between estate and native tea in the proportion of nine to two. Exportation of tea 


“8 a see Bectie © H., "Commodity Control in Netherlands India," Commodity Control in the 
Pacific Area, Stanford University Press, 1935, p. 288. 


i Extended also to British East Africa and British Malaya 
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not grown on an estate or factory to which a license has been issued is forbidden. 
Mindful of the interests of the native tea growers, the Ordinance empowers the Di- 
rector to fix prices below which, under the threat of withdrawing their license, no 
plantation can buy it. 


On the whole, the restriction scheme has worked to the advantage of the tea 
industry of the Islands. Production and exports have been kept within the desired 
limits, stocks have declined, and prices have been stabilized and have shown an up- 
ward trend, even though they are still much below those of the pre-crisis days. The 
fact that prices have not advanced further is ascribed partly to the policy of the 
International Committee of regulating prices so that they are not increased to a 
point where they might cause other countries to expand production. 


The threat to the tea restriction scheme is from the nonparticipating coun- 
tries, chiefly Japan and China. Nowever, conditions in these two countries in recent 
years have not been especially conducive to expansion of tea production. The danger 
is one of the future and not of the present. 


Coffee: The volume of coffee exports falls far below that of production, 
fluctuating widely from 135 million pounds in 1930 to a high in 1932 of 251 million 
pounds. In 1938 exports were valued at [4 million guilders, (7.7 million dollars), 
compared with 69 million (27.7 million dollars) in 1929. This was due not so much 
to the fact that the export volume in the latter year was 19 percent above that of 
1938, but chiefly to the fact that the price of coffee in 1938 was but one-fourth 
of the 1929 price. 


Government regulation of this crop began in 1932 with enactment of the Coffee 
and Cocoa Crisis Ordinance prohibiting coffee exports except under license, and re- 
quiring the planters to register with the Coffee and Cocoa Crisis Bureau, which was 
to administer the Act. Production of coffee was not restricted, nor were limits set 
on the total volume to be exported in a given year. The Ordinance was in effect un- 
til January |, 1936, and later extended until] January I, I941. 


An important measure intended to strengthen the coffee industry is contained 
in the Coffee Interests Ordinance of 1937, providing for the establishment of a 
special Coffee Sund. Its purpose is to improve quality and increase consumption and 
sales abroad. Special mention is made of native coffee. The Coffee fund is to Con- 
duct investigation into the trade in native coffee and to instruct natives in effi- 
cient business methods, contracts, credit, and organization. This is an important 
move. since it was the first attempt by the government to educate the natives in mat- 
ters of which they were totally ignorant. 


Cinchona: Cinchona was the first product of the Netherlands Indies subjected 
to regulation and restriction. Efforts in this direction date from the last decade 
of the nineteenth century, since even at that early date the industry suffered from 
overproduction and low prices. Thus the Cinchona Agreement of 1913 was enacted. The 
main provision of the scheme was to limit the volume of exported bark to the volume 
of world quinine consumption through the allocation of supplies and the fixing of 
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prices of quinine, With some modifications, the Agreement was renewed in 1918, 192t 
1928, and 1932. 


’ 


The Agreement succeeded in limiting exports and maintaining prices at a prof- 
itable level; in fact, at a level so high as to induce others to enter the field. 
Fear was expressed that high prices might hamper the fight against malaria; however, 
the Government of the Netherlands Indies took steps to prevent such an exigency. hen 
it became party to the Agreement, the following provisions were included: *’ 


nf | The participants in the agreement undertake to endeavor as far 
&@s possible to supply quinine at special rates to areas especially ih need 
ot this drug 


"2 The Government of the Netherlands Indies reserves to itself the 
right to withdraw in case it is of the opinion that the quinine agreement 
is becoming an impediment in the way of supplying quinine to malarial areas ' 


The Agreement failed, however, to put an end to overproduction. Cinchona bark 
output was approximately twice as large as consumption. Large, unsaleable stocks 
accumulated, and the industry found itself in a precarious situation. Some few pro- 
ducers who did not belong to the Association aggravated the condition. The govern- 
ment was obliged, therefore, to impose a strict control over the entire industry, as 
in the case of other export crops. 


This was effected under the Cinchona Plantation Ordinance, the Cinchona &x 

port Ordinance (february 1934), and the Cinchona Restriction Law (January 1937). 
The first prohibits extension of cinchona plantations; the second provides that 
cinchona may not be exported except under license from the Director of Agriculture, 
industry, and Commerce. The government determines the volume to be exported ina 
given year; it may also raise the export quota in case prices are increased beyond 
a point determined by the government. Exports of cinchona seed and plant material 
are prohibited. The main provision of the third ordinance is the fixing of standard 
production for each plantation. 


Kapok. During the crisis years the export trade in kapok was adversely af- 
fected While the volume of kapok exports was maintained during the depression, 
prices were very low; in 1935 the wholesale price was only slightly over one-third 
of that in 1929. This caused the government to add kapok to the list of products 
already regulated. In 1935 it enacted a Kapok Interest Ordinance with the view to 
increasing exports, raising prices by regulating exports, improving the organization 
of trade, and stimulating the consumption of kapok. A number of other regulations 
were issued, al! with the view of carrying out the main objectives. 


Exports are permitted only upon issuance of a government license. ‘he volume 
in any year is determined by the government. ‘o defray maintenance expenses, a 
small export fee is levied. Minimum prices are fixed by a specially created Kapok 
Control] Board. Prices below which exporters cannot sel! and prices they must pay the 
Chinese middlemen who purchase raw kapok from the natives are also specified. 


ae Kerbosch,. M., "Some Notes on Cinchona Culture and the World Consumption of Quinine," Bul. 


Colonial Inst. Amsterdam, Dec. 1939. 
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Other crops Government control is not limited to the leading export crops. 
In 1937 it was found necessary to extend it to a number of export crops of lesser im 
portance. 


The products affected are cassava; krossak (native tobacco), the surplus of 
which is distributed among too few countries; so-called essential oils (citronella, 
oil of cloves, turpentine, etc.); and gums and resins. The laws pertaining to each 
product were passed on November 19, 1937, and became effective on January |, 1938. 
Their provisions are identical; a review of the Cassava Ordinance will show the scope 
of the control by the government over agricultural! production and trade. 


The primary purpose of the legislation is as follows (Article 4) 


(1) To establish the standards to which the quality of cassava products 
must correspond when exported; 

(2) To assure a reasonable share in the returns from cassava products 
to producers and manufacturers; 

(3) To improve trade in cassava products; 

(4) To stimulate the use and sales of cassava products 


The newly-organized Central Bureau of Cassava Products will carry out the pro- 
visions. The exportation of cassava products without a written permit issued by the 
Director of the Bureau is forbidden; export licenses are issued only to exporters reg- 
istered with the Bureau; shipments may take place only through ports agreed upon be- 
tween the Director of the 8ureau and Director of Finance of the Netherlands Indies; 
finally, costs of administration must not be charged to the budget of the government, 
but to the products, by levying a fee for the export permits. 


Rice This principal native food crop is also subject to governmental regula- 
tion and control. Prices in the Netherlands Indies were greatly affected by imported 
rice from India and Indochina, and in 193! and 1932 prices were only about 50 percent 
of the average for the years 1922-1929. The principal cause was the huge rice crops 
in those countries. 


The government accordingly decided to protect native rice producers by assur- 
ing them an adequate market at reasonable prices. The measures enacted prohibited 
the importation of rice except under special licenses issued for a fee which was, in 
effect, an import duty. The volume to be imported is not fixed in advance, but is 
regulated in each district in accordance with its requirements. A Rice Import Com- 
mission is in charge of the work. The amount of the duty has changed since it was 
first imposed in 1933. The duty now in effect applies to certain specified areas in 
the Outer Provinces (the deficit rice areas), and ranges from I to 20 cents per 100 
pounds. 


Plans are also in operation to ship domestic rice from the surplus to the def- 
icit areas. In addition, a system of bounties is employed in order to maintain a 
uniform price system throughout the Islands. As a result of these policies, surplus 
rice districts are in a position to sel! rice to deficit areas, which until 1933 re- 
lied largely on foreign rice. This, together with the license duties, helps to hold 
imports to a minimum. Prices have been maintained at desired levels and are little 
influenced by prices on the international market. 
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Results of government intervention The consequences of this endless flow of 
legislation are difficult to evaluate, since the application of so many measures 
coincided with world economic recovery. It is safe to assume, however, that both the 
measures and world recovery contributed to improvement in economic conditions. It 
should be noted that "improvement" in the sense used here has no reference to the 
high level of the 1920's. The year 1928, for instance, when Java exported 2.8 mil- 
lion tons of sugar at 2.6 cents per pound is hardly to be repeated. 


On the other hand, when the depressed conditions of the early 1930's are con- 
sidered, the recovery is unmistakable. In most cases prices are stil) considerably 
below those of the 1920's, but abovethe level of the 1930's. The combined price in- 
dex of 12 leading export commodities, taking 1927 as 100, recovered from a low of 24 
in 1933 to 51 in 1937. Export value of agricultural products recovered from 306 mi|}- 
lion guilders in 1933 (158 million dollars) to 660 million guilders (363 million dol- 
lars) in 1937. Exports and prices again declined the following year, but on the 
whole were considerably higher than those of 1932-1935. | 


THE NETHERLANDS INDIES FOREIGN TRADE 


From the account thus far, it is apparent that the Netherlands Indies lives by 
its foreign trade. The character of the export products has been described; imports 
consist of a great variety of articles, chief among which are textiles, accounting in 
recent years for one-third of the total import trade. The fact that foodstuffs are 
second in importance may seem surprising for so thoroughly agricultural a country. 
The natives do produce most of the food they consume, but some rice must be imported. 
The resident Europeans depend almost entirely on imported food, accounting thereby 
for nearly one-fifth of the imports. Machinery of all kinds, stee] and iron products, 
automobiles, chemicals and drugs, and paper and paper articles are the other princi- 
pal import items. 


TABLE 11.—Percentage value of Netherlands Indies foreign frade. 
1938 with comdarisons 


PERCENTAGE OF TOTAL VALUE 
AVERAGE [AVERAGE 


DESTINATION OR ORIGIN 


1909- 1925- 1934 1935 1936 1937 | 1938 1939 
19 13 1929 
: Percent: Percent: rercent: Percent: Percent: Percent: Percent: Percent 
EXPORTS BY DESTINATION : : : 
i es cs caged A | © Se 9. eee 22.4 23 5 20 1 20 3 14 7 
Great. Britain ... 5 alee eteia rs. - : - : 7 8 6.8 5 1 5 3 5 3 4 6 
ee . ft. & 268 11 4 14 2 17 6 18 6 13 5 19 7 
India me 13 0 13 5 3.2 3 0 0 7 0 6 0 8 32 
Singapore ....... be 179 : 128 18 3 14 8 12 1 18 7 16 5 16 7 
Hongkong and China 8.0 5 9 4.9 40 42 3.0 3.5 3.61 
Japan 43 47 37 5 3 5 6 44 31 3 2 
Australia . 3.9 3 9 40 3 1 43 4 6 
Others 27 2 33 2 25 5 25 6 27 2 26 2 32 7 30 2 
IMPORTS BY ORIGIN : 

Netherlands ... Pann 32.5 17 6 13.2 13 1 16 4 18 8 21 8 20 6 
Great Britain ; sistaanel See 12 4 8 1 79 7 7 8 2 7 8 7 0 
(SESE ES eS 9 4 7 3 8 0 8 9 8 4 10 0 8 8 
es Fe 0 eee eee : 1 8 9 7 6 1 6 8 7 6 10 0 12 4 13 6 
I a ip dwrnanas ssh. + 17 9 12 8 11 1 10 5 9 8 7 3 7 4 7 A 
OS eee PR Da ee eS ak oe 10 2 31.4 19 3 26 2 25 0 14 8 18 1 
9 27 9 22 8 34 4 23 4 22 3 25 8 24 8 


SUE? “Seda esd bea eoeh ese nnes a >: 35 
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TABLE 12. -United States imports from Netherlands Indies of specified commodities * 
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1929, 1932, and 1937-1939 


1939 AS 
YEAR ENDED DECEMBER 31 SERCENT AGE 
COMMODITY 
1929 1932 1937 1938 1939” ee, 
IMPORTS 
1 ,000 1,000 1,000 1,000 1,000 
pounds pounds pounds pounds pounds Percent 
QUANTITY : $ : : 
Rubber, crude ..........: 203,358 : 59,023 : 343,174 : 246,132 : 320,366: 28.6 
Tapioca bs nen ehieag es sees (3) 119,304 : 422,183 : 224,149 : 364,542 : 92.6 
Tea PN ye eee ee 5,051 : 9,666: 18,734: 20,639: 28,276: 28.9 
Coffee ...scccccsccccees? 27,952 : 58,208: 51,119 : 13,741 : 7,070 : 0.4 
POG GEL . 0.20 ewes coemeowel 45,030 : 110,098 : 285,612 : 228,309 : 236,958 : 82.1 
Tin (in bars, blocks, : : : : 

Bee. ME): deeceeahent 607 : 1,174 : 9,195 : 6,936 : 11,907 : 7.6 
Cinchona bark ........2-? - : 29 : 1,413 : 1,343 : 1,984 : 97.7 
Copra eee eee ceeececes 29,162 : 152,073 : 17,328 : 126: 10,762: 2.5 
Pepper ...-secccecseecee? 12,532 : 28,211 : 31,005 : 53,963 : 73,656 : 97.7 
Tobacco, unmanufactured 3: 2: 0: 0: 2,006 : 2.4 

1,000 1 ,000 1 ,000 1,000 1,000 
tons tons > tons =: tons tons : 
Sisal and henequen ....-? a7 : 31: 39 : 25 : 37: 31.1 
RapOks. oc cccccescoescecse® mae 8: 11: 5 8: 88.9 
1,000 1,000 1 ,000 1,000 1,000 
: dollars : dollars : dollars : dollars : dollars : 
VALUE $ : : 
Rubber, crude .........-.: 40,858 : 5,813 : 64,709 : 35,699 : 52,125: 29.2 
PRBEGGR..< oc ccacecescece (3) : 1,748 : 7,835 : 3,715 : 4,897 : 88.7 
ee iocasnueees 1,391 : 837 : 4,250 : 4,412 : 5,709 : 27.1 
GeRPOe 640s 0-sccacewanesal 4,934 : 4,348 : 3,234 : 1,033 : 650 : 0.5 
ES ee TS 3,2 3,332 : 10,715 : 7,923 : 5,138 : 81.8 
Tin (nbars, blocks, : : : 

ie. OUR) ) 7. ccc ce ne tt 293 : o64': °°4,700': 3,716: 6,463°: 7.7 
Cinchona bark ....-.-+-:! - : a 586 : 588 : 851: 99.3 
COMPe ccccvecce Geecccecees 1,298 : 2,804 : 618 : 6 : 208 : 3.1 
Pepper .cccccccecccse 3,552 : 2,452 : 1,645 : 2,739 : 3,132 : 96.0 
Tobacco, unmanufactured : 4: 1: 0: 0: 3,077 : 8.3 
Sisal and henequen ..-.-: 5,020 : 1,698 : 5,182 : 2,372 : 2,896: 33.4 
Kapok ..cccccccccccccecs > - 2,725: 1,409 : 3,172 : 1,533 : 2,056: 88.0 
OO ee 18,972 : 5,115 : 8,576 : 6,084 : 6,976 : 0.4 

Total . cccdecccteseces 82,301 : 29,827 : 115,315: 68,820: 93,156 : 4.1 
. General imports 1929 and 1932; other years, imports for consumption. 

. Preliminary 
3 


Not available. 
Compiled from official records of the Bureau of Foreign and Domestic Commerce. 
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TRADE WITH THE UNITED’ STATES 


Before the World Nar there was little direct trade between the United States 
and the Netherlands Indies; most of our imports came through Europe, chiefly from 
the Netherlands and Germany. The war established a more direct exchange of goods, 
and as a consequence of the increased demand for certain commodities, especially 
rubber, the trade expanded greatly, reaching a record high in 1920, with United 
States imports from the Islands amounting to 167 million dollars and exports to 59 
million. In the following years the trade was continued on a somewhat reduced level}. 
The depression affected it severely, however, as illustrated by the fact that in 
1932 United States imports from the Netherlands indies declined to 30 million dol- 
lars and exports to less than 8 million. There has since been rapid recovery, and 
in 1939 imports amounted to 93 million and exports to 35 million dollars. 


Certain products the United States imports almost exclusively from the Nether- 
lands Indies. Thus the latter furnished this country in 1939 with 98 percent of 
its cinchona bark imports, 98 percent of pepper, 89 percent of kapok, 93 percent 
of tapioca, and 82 percent of palm oi] imports. United States imports of East In- 
dian tobacco in 1939 amounted to 2 million pounds, or only 2. percent of total to- 
bacco imports; however, because of the high quality of this tobacco its importance 
cannot be measured in terms of volume - this sma]! amount accounted tor 92 percent 
of all United States imports of leaf used for cigar wrappers. The volume of imports 
from the Netherlands Indies of such commodities as coffee, copra, and tin is smal} 
in Comparison with the total imports of these products, representing in 1939 only 
0.4, 2.5, and 7.6 percent of the respective totals. It should be noted that in the 
case of tin, imports have mounted very rapidly from 607,000 pounds in 1929 to 12 
million in 1939. 


Rubber is the principal United States import from the Netherlands Indies. 
In terms of value, it normally represents at least half of all United States im- 
ports from that region. In 1939 rubber imports amounted to 52 million dollars, com- 
pared with 98.6 million for rubber imported from 8ritish Malaya. These two countries 
account for nearly 15! million dollars' worth of rubber, or 84.5 percent of the 
value of total rubber imports. Despite the continued predominance ot Malayan rub- 
ber, in the past two decades this country has come to rely on the Netherlands Indies 
for an increasing of its rubber consumption. In 1939 Netherlands Indies rubber made 
up 29 percent of total American rubber imports, compared withonly 13 percent in 1920, 


Significant as these imports are in the economy of the United States, they 
play an even more important role in the export trade of the Netherlands Indies. In 
1939 the latter exported to the United States 43 percent of al! its rubber exports, 
25 percent of its tobacco, 50 percent of its tin, 45 percent of its kapok, 52 per- 
cent of its tapioca, 45 percent of its palm oil, 43 percent of its sisal, and 24 per- 
cent of its cinchona exports. 


As a consumer of American products, the Netherlands Indies is of relatively 
minor importance. In 1939 United States exports to that region contributed only 
1.1 percent of total exports; metals, machinery, automobiles, and aircraft accounted 
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for approximately three-fourths of the export value. With the exception of aircraft 
and parts and industrial machinery (5.3 and 7.8 percent, respectively, of total 
United States exports) the shares of all other items in the total United States ex- 
port trade are very smail. The place of the United States as a source of such prod- 
ucts is of somewhat greater importance. In 1939 the United States furnished 30 
percent of fast Indian machinery imports, 16 percent of iron and steel products, 20 
percent of chemicals, and I" percent of paper and paper articles. On the whole, the 
United States is the third most important source of Netherlands Indies imports. 


TaBLE 13. United States exports to Netherlands Indies of specified 


ommodtty groups, by value, 1929, 1932, and 1937-1939 
YEAR ENDED DECEMBER 31 


COMMODITY GROUP engugniiapaiiia’ — 
1929 1932 1937 1938 1939 


4 


1.000 : 1,000 : 1,000 : 1,000 : 1,000 
dollars : dollars : dollars : dollars : dollars 
Vegetable products, inedible, : : : : : 

except fibers and wood ......... >: §,662 : 1,914 : 1,788 : 1,213 : 1,@32 


Textile fibers and manufactures ..: 2,077 : 347 : 846 : 585 : 1,201 
Nonmetallic minerals .......-5.465, >: 93,961 : 994 : 1,568 : 1,735 +: 2,693 
Metals and manufactures, except : : : : : 
machinery and vehicles ......-..: 7,294 : 44 : 3.694 : 2,054 : 5,548 
Machinery and vehicles .........--.: 18,283 : 1,945 : 11,9381 : 17,187 : 17,329 
Chemicals and related products ...: 3,382 : 730 : 2,173 : 2,174 : 3,426 
Other ca ccvedscscccccesecccesesesss BO Ss £.978 3: O.008 *: 2,808 3: 3.000 


eee Set al Sinus Fe ee : 45,6439 : 7,757 : 25,000 : 27,483 : 25,348 


T 
Preliminary Compiled from official records of the Bureau of Foreign and Domestic Commerce 


in summarizing the trade relations between the two countries, mention should 
be made of their degree of mutual] economic dependence. In view of the nature of the 
goods imported from the United States by the Netherlands Indies, it is evident that 
these commodities could be replaced from other sources. More complicated is the 
problem presented by United States imports of Fast Indian products: the Islands are 
among the most efficient producers of tropical products; normally, therefore, it is 
to our advantage to continue to secure such commodities in that market. 


The question arises, however, as to whether the United States could secure 
similar products if this country were denied access to the East Indian market. The 
answer is that it could provided communication between the United States and 8ritish 
Malaya remains intact, and provided adjustments could be readily made with respect 
to both higher costs and utilization of synthetic products. 


The Netherlands Indies enjoys a monopoly of the production of cinchona bark. 
If supplies from the East Indies were diminished, a synthetic product called "ate- 
brin" might be used as a substitute. Opinions vary as to the efficacy of atebrin, 
but it has been used successfully in a number of cases of malaria. Tea, coffee, palm 
oil, wrapper leaf tobacco, and sisal are readily replaceable from other sources. 


Netherlands Indies 569 


rene 


The two really strategic products imported from the Netherlands Indies are 
rubber and tin. In this connection attention must again be called to the fact that 
in 1939 imports from the Indies contributed 29 and 8 percent, respectively, of the 
total imported. It would be relatively easy to cover the deficit by imports from 
British Malaya, the largest single producer of the two commodities. African and 
South American tin production could be expanded and utilized to a greater degree. 
It is possible that prices would be increased considerably, particularly in the case 
of rubber. The statement that "The Islands have been important more because of their 
effect on keeping prices down than because their production has been needed"*® has an 
important bearing on this point. 8ritish Malaya as the sole important rubber source 
is likely to take advantage of its position, as it has on a previous occasion. 


An entirely different situation would arise if exports from 8ritish Malaya 
were also diminished or entirely cut off. ‘he likelihood of such a possibility can- 
not be disregarded, since it is logical to assume that the political fortunes of the 
Netherlands Indies are bound up with those of Pritish Malaya. {in such an event, the 
problem of finding new sources of rubber and tin would be serious indeed. fubber 
reclamation, synthetic rubber production, cultivation of rubber in South America, and 
expansion of tin production in regions other than southeastern Asia would be necessary. 


TRADE WITH JAPAN 


In the 1930's Japanese trade competition became increasingly felt all over the 
world, particularly in Asia; the Netherlands Indies has not escaped its effects. The 
extent and increase of Japan's share in the “ast Indian import trade is shown in 
table 14. While imports from Japan after 1929 ‘with the exception of 1937) appar- 
ently have fallen off, Japan's share in the total] import trade has advanced very 
rapidly. From 1925 to 1929 and 1932 to 1936 Japan's average annual share in the 
Islands' import trade increased from 10.2 to 27.2 percent; within the same period, 
Japan's share in their exports remained unchanged, or at 't.7 percent. The balance 
of trade is "unfavorable" in the extreme to the Netherlands Indies; Japan's pur- 
chases are normally not more than a third of its sales to the Islands. 

i Japanese penetration of the East Indian market has been most pronounced in 
the field of textiles, the most important group of imports into the Islands. In the 
early 1930's, "Chinese merchants," it was noted, "were importing Japanese cottons 
and the Dutch merchants found themselves compelled to import Japanese cotton or 
nothing."*° The net effect was that Japan's share in the total volume of textiles 
imported by the East Indies increased from 36.'! percent in 1929 to 42.6 percent in 
1939, to 64.7 in 1932, and to 83 percent in 1934. The latter figure represented 77 
percent of the total value of the piece goods imports. dapanese trade expansion was 
not limited to textiles; it was "practically impossible to name any category of 
goods in which European and American industry could compete with that of Japan."°° 


46 Newcomb, Robinson, "The United States and Southeast Asia's Strategic Products," Far Fast- 
ern Survey, Apr. 12, 1939, p. 92. 


49 Furnivall, J. S., op. cit., pp. 431-432. 
“ Ibid., p. 432. 
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TABLE 14.--Wetherlands Indies trade with Jaban. 1929 1939 


IMPORTS FROM JAPAN EXPORTS TO JAPAN 

YEAR PERCENTAGE OF PERCENTAGE OF 

ci TOTAL IMPORTS — TOTAL EXPORTS 
>Mtliton guilders: Percent >Million guilders: Percent 
1929 . 114.8 10.3 47.9 2.3 
1930 100.1 11.2 46.2 40 
1931 92.5 15.6 33.0 44 
1932 75.3 19.6 22.8 4.2 
1933 . 97.1 29.4 21.6 4 6 
1934 91.4 31.4 18.4 3.7 
1935 81.1 29.3 23.9 5.3 
1936 75.0 26.2 30.0 5.6 
2 ae 124.4 25.0 42.3 4.4 
1938 71.8 14.8 20.6 3.1 
1939 . 85.0 18.1 PA .4 3.2 


Compiled from official sources 


Japan's rapid trade expansion created for the Sovernment of the Netherlands 
Indies a very serious and complicated problem. On the one hand, the limited income 
of the native population called for low-priced goods supplied by the Japanese; more- 
over, Japan's low prices were in accord with the deflationary policy of the govern- 
ment, which meant low cost of living. low wages, and low prices. On the other hand. 
the Netherlands Indies viewed with misgiving Japan's monopoly of certain branches of 
its import trade. The replacement of free trade by arrangements based largely on 
principles of direct reciprocity placed the Netherlands Indies in a position where 
it could not permit Japanese expansion to the detriment of other countries. especi- 
ally since the latter constituted the heaviest purchasers of East Indian products 


This was the background that induced the government to impose import restric- 
tions on Japanese goods in order to defend its exports. The Crisis Import Ordinance 
of 1933, already described, !aid the ground for the new policy. A limit is set to 
the total volume of imports, which in turn is distributed in accordance with a sys- 
tem of general and specified quotas. Imports of cheap Japanese goods were not pro- 
hibited, but a so-called "ceiling" was placed over them. At the same time the 
allotment of quotas by country enabled the government to secure an international ex- 
change of "advantages," that is, ". . . a country will obtain a higher percentage 
of the Netherlands Indian import quota when it promises in return advantages for the 
sale of the Netherlands Indian products on its own market."”' 


Judging by subsequent trade returns, the attempt to end Japan's penetration 
of the market has been successful. ‘he position of the Nether!tands in this connec- 
tion is of special! importance in view of the fact that Japan's expansion was chiefly 


51 


Rothe, Cecile G. H., op. cit., p. 315. 
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at the expense of British and Dutch products. The Metherlands' share in the total 
value of imports declined to a low of 13 percent inthe years 1934 and 1935, compaied 
with 17.6 percent in 1925-1929. ‘Since then, however, the share has graduaily risen 
to 22 percent in 1938. Japan's share was reduced from 31!.'| percent in 1934 to 25 
percent in 1937, and finally to 18.1 percent in 1939. In yarn and piece goods the 
Japanese share declined to 5! percent of the total imports, conpared with 83 percent 
in 1934. {It should be emphasized, however, that the decline was only partly a re- 
sult of the government restrictions. Japan lost ground in various groups of arti- 
cles, particularly textiles, because of its decreased ability to compete, and because 
of shortages in its supply of raw materials - both due to the general economic dif- 
ficulties experienced beginning with the invasion of China. 


SUMMARY AND CONCLUSIONS 


Some outstanding features of the economic development of the Netherlands In- 
dies may be recapitulated here. The wide choice of climate and rich volcanic sot} 
permit the cultivation not only of home food crops, but also of a great variety of 
important tropical industrial products. The place of the Netherlands Indies among 
other producers of such commodities is important; in the case of 3 products it en- 
joys almost a monopoly. ‘hus the Islands furnish 90 percent of the tota! wor!d sup- 
ply of cinchona, 80 percent of pepper, and 75 percent of kapok; they also supply a 
third of the world's rubber, a third of copra, nearly 20 percent of tea, 25 of palm 
oil, and more than 20 of sisal. In addition, they furnish sizeable quantities of 
sugar, coffee, and numerous other commodities. The islands are also important 
sources of oi! and tin. 


The agricultural economy of the Islands is characterized by its dua! charac- 
ter of large plantations operated by Suropeans and smal! I- or 2-acre native farms. 
The plantations represent large capital investments and thorough utilization of ag- 
ricultural science. These two elements, together with the fertile soil, abundant 
labor supply, and growing demand for tropica! products, have enabled the enterpris- 
ing Dutch to turn the Netherlands Indies into a country of typical plantation agri- 
culture.. ; 


Unlike many another Asiatic country, the land reserves of the Netherlands 
Indies are not exhausted; however, a sharp distinction in this connection must be 
drawn between Java and the Outer Provinces. Java is one of the most densely popu- 
lated countries in the world, and the possibilities of increasing the crop acreage 
of the island are practically at an end. £xpansion of output can come only from 
increase in yield; it is generally agreed that in this respect a great deal may be 
accomp! ished. 


The Outer Provinces, on the other hand, are sparsely populated, and the land 
under cultivation represents only a fraction of that available. To be sure, much 
of the soil is less fertile than that of Java, and irrigation is a prerequisite for 
the growing of food crops; but with considerable investment of capital, large tracts 
of land can be cleared and cultivated. This is actually being effected at the 
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present, though on a smal! scale, through the government-sponsored and -directed 
colonization of southern Sumatra, Borneo, and Celebes, where large tracts of land 
are placed at the disposal of settlers from the most densely populated sections of 
centra! Java. 


Colonial possessions are often referred to as the "white man's burden:" for 
the Netherlands, however, this burden has not been difficult to carry. In the pro- 
cess it has become one of the world's leading colonial powers - not so much because 
8.5 million Dutch rule a colonial empire of 65 million persons, but because the 
Netherlands Indies, largely through development of its economic resources by the 
Dutch, has become one of the world's richest and best-paying colonial possessions. 


At the turn of the century, when Dutch investments were estimated at less 
than a billion guilders, it was noted that "the welfare of the propertied classes 
in the Netherlands is very closely related to the retention of our colonies in East 
India."°* Since then Dutch investment has almost trebled, and with it has grown 
the economic dependence upon the Indies of nearly every section of the population 
of the Netherlands. The number of Dutch whose economic welfare is directly or in- 
directly dependent on the colonies has been variously estimated at from 400,000 to 
more than 't times that number.°® The yearly profits from the colony have been es- 
timated at about 160 million ddllars. ** 


On the whole, it is clear that the East Indies place the Netherlands among 
the principal so-called "have" powers, as contrasted with the "have not" powers. 
Normally - that is. prior to the 1930's - such a position was beneficial to al! con- 
cerned Since the cost of procuction in the Netherlands Indies is relatively low, 
their exports have always been available at fair prices, and profits have been dis- 
tributed in varying degrees among the mother country, the colony itself, and the 
consumers. But in a period of a rising Suropean and Asiatic totalitarianism, the 
very existence of a rich but poorly armed colonial! power such as the Netherlands 
becomes gravely endangered. Their militarily strong neighbors, who depend on im- 
ports of the commodities with which the Netherlands Indies is so richly endowed. 
are not content with access to the market on equal! terms with other countries. 


Having noted the importance of the Netherlands Indies to the Dutch in terms 
of material well-being. the question may be considered of the effects of Dutch rule 
on the economic welfare of the natives. ‘The low standard of living of the native 
population of Java has already been discussed. !t is questionable, however, whether 
the responsibility rests solely with the Dutch. Less emphasis on the colony as an 
exporter of raw products and an importer of finished goods, or a greater measure of 
industrialization, would have added to the income of the natives; hence the present 
policy of industrialization as a means of counteracting some of the il! effects of 
the economic crisis. The farlure to act in this direction before the depression must 


be laid to the government. 


= Vandenbosch, Amry, OP. cit., p. 209, quoting Van Deventer. 


53 Thid., and Keller, Arthur S., "Netherlands India as a Paying Proposition," Far Fastern 


Survey. Jan 17, 1940. 
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At the same time the importance of industrialization of the Metherlands Indies 
must not be exaggerated. Considering the natural resources of the Archipelago, it 
may be stated that industrialization could hardly affect its agricultural! character. 
The natives of Java and, for that matter, of the other islands live by agriculture 
and are likely to continue to do so. The standard of !iving of the Javanese would be 
higher but for the fact that the island presents a problem of extremely dense popula- 
tion. This, perhaps, is at the root of the difficulty. Cn those islands in which 
this condition does not prevail, as in the Outer Provinces, the natives have facil i- 
ties for bettering their economic status. 


One of the cardinal policies of the Dutch colonia! government has been that 
the native food supply must be as ample as possible. Pecause of the ever-increasing 
pressure on the land, per-capita consumption of rice has declined over several] years 
by 15 percent. Yet even in the worst years of depression the natives knew nothing of 
hunger. One cannot but contrast the situation with that in Chosen, under the Japan- 
ese, where huge numbers of farmers are subject to "Spring hunger" year after year. 


The outstanding achievement of the Dutch colonial administration is that it 
has prevented the natives from bartering away their jand. Hardly any other colonial 
power has insisted that this, the natives’ only capital, must he preserved for them; 
hardly any other colonia! power has succeeded so wel! in carrying out this principle. 
Considering the eagerness with which European entrepreneurs and Chinese and Arabian 
money lenders wished to obtain fertile native land, the Dutch achievement in this re- 
Spect cannot be overest imated. 


It may be argued that the Suropean plantations occupy land that might have 
been cultivated by the natives; however, the acreage of State domain rented out to 
the plantations is too small, especially in Java, to make any appreciable difference 
in the size of the native individual holdings. "then, as in the case of the sugar and 
tobacco plantations, the land is rented from the natives, they retain the use of it 
for cultivation of food crops and receive a fair renta} set by the government. “i- 
naily, the absence of the tenancy system in the Islands is a phenomenon for which 
Dutch colonial land legislation is largely responsible. 


The economic development of the Netherlands Indies is largely synonymous with 
the increasing volume of export crops, in which native agriculture has been playing 
an increasingly important part. ‘he Dutch colonia! government directly and the 
plantations indirect!y have stimulated the cultivation of export crops by natives. 
The phenomenally rapid expansion of native rubber production to a point where it ex- 
ceeds that of the plantations illustrates this point. hile in the 1890's the na- 
tives contributed 10 percent of the total! volume of export crops, this percentage 
has since risen to over "0 percent. It may be stated, then, that the natives, par- 
ticularly of the Cuter Provinces, are not only taking an active part and profiting 
in the economic development of the !slands, but may before long outstrip the planta- 
tions as a source of exports of tropical commodities. 


Refore the depression of the early 1930's exports from the Netherlands Indies 
were valued at over 600 mil!ion dollars; at the height of the crisis they declined 
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to approximately one-third of that sum. The once flourishing plantation industry 
was hard hit, since foreign markets could no longer absorb the output of the Nether- 
lands Indies at prices insuring the producers a margin of profit. The laissez-faire 
system of free trade and uncontrolled private business enterprise gave way to an ex- 
tensively regulated capitalistic economy. ‘ith decreased dependence on foreign mar- 
kets greater attention had to be devoted to the internal market and the development 
of industries based on domestic consumption. In a word, the new policy has been one 
of making the Islands into a more self-sufficient economic entity. for the time 
being, this has helped to prevent a collapse of the economic structure of the Mether- 
lands Indies, but it may be questioned whether it could restore the Islands to their 
former prosperous state. 
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